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WEDNESDAY, FEBRUARY 27, 1952 


Unirep STATES SENATE, 
SUBCOMMITTEE ON MopinizAtion AND PROCUREMENT 


OF THE SELECT! COMMITTE! ON SMALL BUSINESS, 
Washington. Ey. ( 


The subcommittee met, pursuant to call, at 10:15 a. m., in the 
District of Columbia Committee room, United States Capitol, Sen 
ator Blair Moody (chairman of the subcommittee ) pre ssidin oe, 

Present: Senators Moody (chairman of the subcommittee), Spark- 
man, and Gillette. 

Also present : Charles M. Noone, committee counsel, and William 
LD. Amis, investigator. 

Senator Moopy. The committee will come to order. 

This is the first of a series of hearings on machine tools. 

It is generally conceded that machine tools are the principal bottle 
ne «k in our defense production program. We are aware of the fact 
that the problem has been recoonized and that certain steps have 
been taken to correct it. There is some doubt in our minds, however, 
as to whether policie s with respect to the problem have been properly 
implemented and whether all necessary steps have been taken to 
e xpe “lite the produc tion of machine tools. 

The machine tool shortage affects small manutacturinge concerns 
in two very direct ways. First, the committee has received numerous 
appeals from small manufacturing concerns who state that either 
they are unable to convert from civilian to defense production for 
lack of machine tools. or that they are unab le to « ‘omp ylete product ion 
on defense contracts because they are unable to obtain the necessary 
machine tools. 

Secondly, the machine-tool shortage affects small manufacturing 
concerns because the large prime contractors in many Instances are 
likewise suffering from a lack of machine tools, and therefore are 
unable to subeontract to the smaller firms. 

I think this is another example of the interlinking nature of our 
economy. In many cases the small businesses are held up either in 
defense or civilian production because large businesses are held up, 
and vice versa. A small subcontractor who can’t get a machine tool 
and can’t supply his major contractor with the item that the major 
contractor needs m: wv be holding up the entire production of a certain 
military item. 

We intend during the Course of the se hearings to take a close look 
at the over-all machine tool program. We shall be particularly inter- 
ested in the efforts made by both Government and industry to break 
the machine-tool bottleneck. We recognize the fact that there are 
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many problems peculiar to that industry, but we want to assure our- 
selves that all facets of the problem are receiving necessary attention. 

Today we shall hear testimony from representatives of several 
small manuf: icturing concerns from various sections of the country 
who have appealed to the committee for assistance in solving the 
machine-tool problem. 

‘Tomorrow we shall question spokesmen for the Government agencies 
responsible for carrying out the machine-tool program. Represent- 
atives of the military services will also be questioned with regard to 
their machine-tool requirements and the effect of the machine-tool 
shortage on their programs. 

Is Mr. Edward D. Wilcox here? Do you want to take a seat at 
the other end of the table, Mr. Wilcox / 

Mr. Wilcox, do you solemnly swear the testimony you will give 
before this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Wincox. J do. 

Senator Moopy. Mr. Wilcox, will you give us your name, address, 
and business, please ? 


TESTIMONY OF EDWARD D. WILCOX, PRESIDENT, WILCOX 
MACHINE C0O., INC., SARASOTA, FLA. 


Mr. Witcox. My name is Edward D. Wilcox. My company is Wil- 
cox Machine Co., Inc., Sarasota, Fla. 

Senator Moopy. Will you tell us what you make, please; what sort 
of a business it is? 

Mr. Witcox. The company was originally set up last May for the 
purpose of making small arms ammunition tools under contract with 
the Remington Arms Corp., Lake City Arsenal. 

Senator Moopy. Is that the first time that you have done this sort 
of work? 

Mr. Witcox. - sir. During the war we had a plant in Connecti- 
eut which made this particular type of tool not only rg Lake City 
but for Des iateen Arsenal, Denver, Salt Lake City, St. Louis and 
for the one down in Maryland, the Springfield Tire v Rubber Co. 
installation. 

Se ni itor Moopy. You were known in that industry as an experienced 
supplier of this type of equipment? 

Mr. Wincox. Yes, sir. 

Senator Moopy. How long have you been in industrial engineering 
and production ? 

Mr. Wipcox. After the last war I went back to finish my course in 
western Minnesota: got out of there in 1924, I believe it was. I have 
been doing industrial and mechanical engineering since then. I have 
worked for the du Pont Co., worked for Remington Arms Corp., and 
know something about the production of ammunition tools. 

Senator Moopy. So you have been in this about 30 years, is that 
right / 

Mr. Witcox. Yes, sir. 
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Senator Moopy. And your company, itself, manufactures precision 
tools? 

Mr. Wincox. Yes, si 

Senator Moopy. You have contracts with whom 4 

Mr. Witcox. We started, as T say, with a contract with Remington 
(rms Corp., Lake City Arsenal. 

Senator Moopy. With whom do you have contracts now ¢ 

Mir. Witcox. Because of a cut-back during the month of December, 
t was necessary for us to find other customers. We have been bidding 
on ordnance contracts and now have three contracts with Rock Island 
Arsenal, one with the Joliet; we are doing some subcontract work for 
the Koppers Co. in Baltimore, Md., and we are also making some air- 
craft parts for Lockheed Aircraft Corp., Georgia division. 

Senator Moopy. You have a contract with the Ordnance Tank 
Automotive Center in Detroit, do you 4 

Mr. Wincox. Yes, I have. 

Senator Moopy. What are you making for them / 

Mr. Wincox. Miscellaneous parts. In the case of the tank center 
ve make a nut, a 41-inch nut that is part of the installation on the tank. 

Senator Moovy. You went into this particular business, the Wilcox 
Machine Co., Inc., in Sarasota in 1951, 1s that right ¢ 

Mr. Witcox. That is right. 

Senator Moopy. May 1, is that correct ? 

Mr. Wixcox. That is correct. 

Senator Moopy. How many people do you employ 4 

Mr. Witcox. At the present time we have about 30. We have been 
up to 42 at our high point of production, and we have applications 
of 50 more people that are waiting for employment. 

Senator Moopy. Are there many shops of this sort in that district 
of Florida? 

Mr. Wixcox. No, we are strictly a pioneer. We are developing a 
production machine shop in an area that knew nothing but citrus 
fruit and truck gardening produce. 

Senator Moopy. That is what I understand. Do you find trouble 
getting people to work there / 

Mr. Wincox. No trouble at all. We have in the area between 
Sarasota, Reddick, and that area encompassing about 20,000 square 
miles, about 150 or 200 men who have made money enough during 
their lifetime to feel that they could retire after the last war, went 
down there and bought homes, had some sort of an income or annu- 
ities, things of that type. With the high cost of living hitting them, 
they found that their annuities did not stretch far enough. They 
are all willing and anxious to go back to work. They are men who 
have had experience averaging I would say 20 years or more in ma- 
chine shops. Many of them have been in supervisory capacities, fore 
men, general foremen, lay-out men and men that are really of the 
upper grade, the upper level. 

Senator Moopy. You are doing what you consider to be urgent de- 
fense production, are you? 

Mr. Witcox. Well, the only reason I went back into business myse lf 
was because I felt there was an urgency and a need for people to do 
something about defense production. Since we have no other prod- 
uet than those products that are required and are being made for some 
of the services, I feel that we are doing the work that. is necessary. 
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Senator Moopy. You have been told by these people that your work 
is needed as part of the defense effort. Now have you had any diff- 
culty getting machine tools / 

Mr. Wincox. Yes ,we have—great difficulty. 

Senator Moopy. Will you describe that to us, please ¢ 

Mr. Witcox. In the first place I liquidated miv business in Connec 
ticut in 1946 and retired in 1947 with the idea that I was not going back 
into the machine shop business. I have had a break in there of 
about 4 years when it hasn't been necessary for me to buy equipment. 
and I have not kept posted on the progress or development in the 
machine tool industry during that period of time. 

The first thing that pre actie: ally wrecked our whole program Was 
when we found that during the 4 vears that intervened since I had last 
bought machinery, all machine tools had at least doubled in price. 

I don’t suppose I should have been too surprised at that because 
most other things have. too. but it seemed rather illog~ical to me that 
a machine that we bought in 1944 or 1945, specifically an automatic 
screw machine at that time cost us in the neighborhood of $10,000, 
should now be quoted at 820.500 for the bare machine. 

The additional tooling would run the cost of that particular equip- 
ment to about $27,000 delivered in our plant. That is in the higher 
bracket of machine-tool requirements that we might have, the higher 
cost bracket, but an ordinary bench lathe, which formerly we bought, 
in fact always had at least six or seven of them in our stockroom, we 
used to buy them for about $160, these little so-called home workshop 
type of lathes that we converted to special purposes. T hi at same type 
of lathe today with the equipment necessary to mi ike if oper itive Is 
costing in the neighborhood of S750. 

I was completely floored, as a matter of fact, to find that this great 
amount ot used machinery that hi acd been acquire “ by US ed mac hinery 
dealers after the last war had apparently completely vanished from 
the market. There wasn’t any available. 

We had to resort to buying equipment where we might find it at 
almost any price that they were asking for it, that is it seemed like it 
was that w: ivy to me anyway. 

Just a sidelight to that. in one case we were badly in need of five 
part ular machines, a milling machine, surface ol inder, cut-off saw, 
honing machine and cylindrical grind. I found those in a machinery 
dealer in Brooklyn, quite a lone ry ways from our ~P lace. but most ot the 
machine tools are that area anyway. We don't have very many of 
them down where we are. 

After a couple of trips to this place in Brooklyn, I found that they 
didn’t want to sell those machines: t hey wanted to rent them. Be 
cause we were so badly in need of them, 1 fell for a rental contract. 

To be allowed to rent those machines I had to put up a deposit of 
$4,000 which would guarantee their safe return, on top of which we 
were charged S800 a month and are still being charged $800 a month 
on a year’s contract, and we a can’t get out of the contract in 
spite of the fact that we now could get along without that particular 
equipment. 

Senator Moopy. So because of the shortage of machine tools, in order 
to carry out your commitments you had to rent this equipment, and 


then you found yourself stuck with it for a vear at $800 a month? 
Mr. Wiicox. That is right. 
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Senator Moopy. You have been able to vet other equipment in the 
meanwhile to replace it, have you / 

Mr. Wincox. We gradually have been getting some deliveries on our 
equipment; ves. 

Senator Moopy. Are you severely handicapped by being unable to 
get your deliveries of other equipment / 

Mr. WILcox, We have been. Perhaps I haven't investigated soon 
enough how far you people in Washington were going in helping the 
small manufacturers. 

Senator Moopy. Have you found that the Small Defense Plants 
\dministration, for example, which was set up by the Congress last 
year, in response to an vumendment introduced by the chairman of this 
committee, Senator Sparkman, chairman of the full Small Business 
Committee of the Senate have you found that he ‘Ipful to you! 

Mr. Witcox. Since | arrived here yesterday I found that they were 
exceedingly helpful. I only regret that I didn’t know how helpful 
they could have been sooner. 

I have found also that your surplus-machinery people have been 
exceed] nely he Ip ful to me and hi: ave located five hie hines for me that 
I thought i Was not going to be able to get. 

Senator Moopy. Is that so / 

Mr. Wincox. Yes, si 

Senator Moopy. For the committee record, with whom did you deal 
In those agencies f 

Mir. Wintcox. Mr. Woll. 

Senator Moony. At the Small Defense Plants Administration ¢ 

Mir. WuILcox, No: Hay Hirst contact Was with Mr. Noone. 

Senator Moopy. Mr. Noone is the counsel of this committee. 

Mr. Wincox. Well, it was through Mr. Noone’s efforts that I met 
Mr. Woll who in time located machines for me. 

Senator Moopy. Mr. Noone has been doing that in addition to his 
work as counsel for this committee to a vreat eXxtent for some mont! 

I think he has been a creat help. 

Mr. WuILcox. Mr. Noone lils been exceed nely helpful Lo me, | can 
issue VOU, 

Senator Moopy. We are certainly glad to hear that, Mr. Wilcox 

Now are there machine tools located in Sarasota anywhere that you 
know that vou could get, that Jos couse Rare u ed / , 

Mr. Wincox. Yes, sir. The Air Force had quite an installation at 
Sarasota during the last war, and a very well equip ped shop. ‘The 
majority of that machinery was given to the various schools around 
the area. Some of them went, I believe, to the U niversity ot Florida. 

Sarasota High School acquired a considerable amount of It. In 
fact. they acquired so much of it they havent even room in the ma- 
chine shop to install it all. Some of it is still in storage in a shop 
outside the building. 

Senator Moopy. They are not using 

Mr. Wiuincox,. That is correct. 

Senator Moopy. Are they using the machine tools that they have 
installed in the school 7 ; 


the machine tools? 


\Lr. Wincox. They conduct a technical training course that I be 
ive has 3 hours a day 5 days a week for boys. We tried to induce 
the school board to allow us to lease some of the unused equipment. 
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Senator Moovy. Are you referring now to the equipment you say 
is in crates in the shed ? 

Mr. Witcox. Surplus to their needs. 

Senator Moopy. Surplus not only to the defense effort but sur- 
plus to any possible use by the school; is that right 

Mr. Witcox. Surplus to the technical training schools 1s what I 
have reference to. None of it is being used in the defense effort. 

Senator Moopy. What kind of machines are they, Mr. Wilcox? 

Mr. Witcox. The thing we particularly needed was a milling 
machine, a lathe, and a grinder. 

Senator Moopy. And they had them there in the shed? 

Mr. Wucox. Yes, sir; they had the lathe and the grinder. The 
lathe was stored inashed. The grinder is sitting in a school but it has 
never been hooked up. 

The reason it hasn’t been hooked up is that the instructor they 
have in their technical training school told me that at one time when 
he worked in a shop a similar grinder to that broke a wheel, a grinder 
wheel. The part of the wheel went over his head and almost killed 
him. It probably missed him by 4 feet, but it still scared him to 
death, so he will never hook up that machine. He is afraid someone 
will get hurt. 

Senator Moopy. You don’t think that machine will be put to use 
right away / 

Mr. Witcox. Not very much. 

Senator Moopy. Would you be afraid to hook the machine up, Mr. 
Wilcox? 

Mr. Wincox. No, sir. 

Senator Moopy. So as I understand it, you have been handicapped 
by a lack of equipment while very close to your shop in this high 

school there is e quipment lying idle; is that right ? 

Mr. Wiicox. That is very true. 

Senator Moopy. What steps have you taken to obtain that equip- 
ment ¢ 

Mr. Witcox. We went to a school-board meeting and requested 
permission to lease some of their equipme nt that they were not using. 

Senator Moopy. Did you ask to buy it ? 

Mr. Wircox. It was not possible to buy it as IT understood. It 
was given to them by the Government and could not be sold. 

Senator Moopy. You mean that the Government had given it to 
them under the proviso that it not be sold ? 

Mr. Witcox. That is my understanding of it. We offered the 
school board a proposition to lease those machines and it was ac- 
cepted by the ion! board. 

However, 2 weeks later at a subsequent meeting the superintendent 
of the schools said that since the arrangement had been made with 
my company, he had had a request from some other person in town 
that he refused to name, said that this man also wanted to lease the 
machine and he thought it was going to be a habit with people to do 
that, and they just couldn't lease out all the machinery because, if they 
did, they would have to close their technical training school. 

I inquired as to the use that the man wanted to put the machine to 
and he said, well, he wanted to lease that machine also so he could 
set upa shop so he could bid on some Government contracts and cet 
a contract himself. 
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1 told him at that meeting that I thought they were getting a little 
ahead of themselves in that sort of a proceeding because we already 
had Government contracts, we had need for the machinery and could 
put it to work immediately. We would be very happy to take it on 
the proviso that as soon as we could replace it either by purchase of 
used or new equipment, we would turn it back to them immediately. 

Senator Moopy. Why should they want to replace a piece of equip 
ment that was sitting out ina shed that they could not use, and anothe1 
piece of equipment they were afraid to hook up + 

Mr. Witcox. That 1 am afraid I can’t answer for you. However, 
our request to lease the machinery was turned down. 

So then we wrote the school board and asked them if they would 
allow the boys to take in certain subcontract work that could be 
accomplished in that technical training course of theirs. 

Senator Moopy. In other words, you tried to subcontract right to 
the school class ¢ 

Mr. Witcox. We would subcontract to them and fix a price and pay 
the school board for work that was accomplished or pay the boys, 
whichever way they wished us to do it. They told us they couldn't 
do that because if they took subcontract work from us, they would 
have to take it from anyone that offered it in the county and they might 
get to the point where they had a production program in there. 

Senator Moopy. In other words, they gave you what is known prop 
erly asa snow job: is that right? 

Mr. Wurcox. Right, a beautiful run-around. 

However, we are not holding that against them. When the school 
went back into session in September, their Mr. Bellum, who was sup 
posed to be head of this technical training school, came to me and 
asked if I would take in some of his trainees up there in the school who 
were boys that were deserving and needed some financial support, 
and put them on an apprentice program in our shop. 

Senator Moopy. - ho was it, please, that made that request / 

Mr. Wircox. The head of the technical training school, the high 
school: that he sania give them credit in the training course for the 
work that they accomplished in our place. 

So we set up an apprentice-training course and we have had six of 
those young men working for us since last September on a straight 
toolmakers ap Branticnslitp training program, for which the school 
vives credit. 

Senator Moopy. Are you using that school equipment ? 

Mr. Witcox. Oh no; we are using our own equipment. 

Senator Moopy. You are using your own equipment ? 

Mr. Wiicox. Oh, yes. 

Senator Moopy. Have you been handicapped in making deliveries 
to any of these t: a automotive centers or to these other contractors 
the Koppers Corp. or Lockheed Aircraft by the type of machine tools 
you have? 

Mr. Wiicox. Yes, our program is definitely slowed down because we 
haven’t the proper equipment. 

Senator Moopy. You do not have the proper equipment / 

Mr. Witcox. No. 

Senator Moopy. Do you have orders out for proper equipment in 
machine-tool companies? 

Mr. Witcox. Yes, sir. 
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Senator Moopy. When do you expect to get that equipment ? 

Mr. Wincox. Sometime in 1953. 

Senator Moopy. 1953. What have you ordered for example that is 
being delayed that long? 

Mr. Witcox. Milling machine, surface grinder, two surface grind- 
ers, a thread grinder which we are going to cancel. Now through Mr. 
Woll’s efforts we have found one in surplus. 

Senator Moopy. Good. 

Mr. Wincox. And a boring bar. A boring machine is one thing we 
very badly needed. However, we have been able to subeontract that 
job and that is relieving that situation. Our particular needs at the 
moment are the milling machine, surface grinder, the thread grinder, 
and a honing machine. 

Senator Moopy. Now from whom did you order those machines ¢ 

Mr. Wixicox. I will have to look for that. Surface grinder is on 
order from Reed Grinder Co.. of Massachusetts. It has been on order 
since August of last vear. 

Senator Moopy. You put the order in in August 1951 and you ex- 
pect to get it sometime when / 

Mr. Wincox. That we expect to get- the latest advice is that we 
will vet it sometime in Se pte amber of this year. 

Senator Moopy. Septe mber of this year? 

Mr. Wincox. Yes, sir. 

Senator Moony. I thought you said 1953. 

Mr. Wincox. The milling machine we have on order in Cincinnati 
will be delivered in May 1953. 

Senator Moopy. When did you order that ¢ 

Mr. Witcox. November 2 last vear. 

Senator Moopy. November 2. 1951. to May 1953. 

Mr. Wincox. Yes, sir. 

Senator Moony. Now was it understood when you put that order in 
hat this milling machine was to be used on defense work ¢ 

Mr. Noone. Do you have a directive, Mr. Wilcox, for that machine ? 

Mr. Wincox. No: we didn’t. 

Senator Moopy. You did not have a directive? 

Mr. Wincox. No. We have also on order three Cincinnati lathes 
that were ordered last November. They were originally scheduled for 
delivery in May and June of this year. 

We asked for a directive on those particular machines working 
through Re mington Arms because the ‘Vy Were to he used on Reming- 
ton’s work. What happened to it T don’t know. We filled out several 

ets of papers and they were sent through to Remington Arms for ap- 
prov: al. but nothing : appare ntly has ever been done with them. 

Senator Moopy. You mean by Remington or by the Government ? 

Mr. Wincox. Well. I don’t know if it is Remington that is holding 
it up or one of the Government agencies. T assume it is probably Rem- 
inetor because of their eut back in their own production, they never 
put it through for us. 

The status of the machine now is. we have just been notified. unless 
we do wet a directive, the delivery date on those machines will be in- 
definite and we will not get them as per schedule. 

Senator Moopy. The schedules call for what delivery ? 

Mr. Witcox. May and June of this year. 


’ 





MACHINE-TOOL SHORTAGES g 


Senator Moopy. You now find that you are not going to get them at 
that time? 

Mr. Wriicox. Not without a directive. 

Senator Moopy. When they were scheduled for May or June, you 
were going to get them with a directive; is that the idea ¢ 

Mr. Witcox. That is right; we presumed we were going to get a 
directive. 

Senator Moopy. When did you put in that order 

Mr. Wiicox. November 2 of last year. 

Senator Moopy. So with the directive they indicated they would 
deliver the machines by June ¢ 

Mr. Wiucox. Within 6 months. 

Senator Moopy. And without a directive you don’t know when you 
are going to get them ¢ 

Mr. Wiicox. Indefinite delivery without a directive. 

Mr. Noonr. Mr. Wilcox, were these contracts with Remington for 
the Ordnance Corps / 

Mr. Wincox. Yes, sit 

Mr. Noonr. Have you mace any effort to go to Ordnance for direc 
tive assistance on these machines / 

Mr. Wiicox. As it was described to me, the original papers request 
ing this directive, we originated the papers, sent them to Remington 
for approval, who in turn were to turn them over to the Ordnance 
for execution. 

Senator Moopy. You say that the cut back in military orders was 
responsible you believe for Re mington’s failure to act ¢ 

Mr. Wixcox. I believe that that must have been it; yes, sir. I have 
never been told so, but it is my assumption that that would be the 
case. 

Senator Moopy. So we have a picture here where presumably we 
are trying to increase our military strength as fast as we can to 
reduce to a minimum the danger of atomic war, and we find contracts 
being cut back. 

At the same time we find a pile-up of orders in the machine-tool 
industry and at least in this one instance we find machine tools that 
are urgently needed for your business lying out in a shed. How far is 
this school from your business, Mr. Wilcox ¢ Is it in the same town ¢ 

Mr. Wintcox. About a mile anda half away. 

Senator Moopy. So within a mile and a half of your machine shop 
there are lying, still in crates, from the Second World War, machine 
tools which you have been unable to vet because of red tape through 
the board of education in Sarasota: is that right / 

Mr. Witcox. That is right. 

Senator Moopy. Have you made any efforts to find out who in 
W ashineton wave these tools to the se hools so you might getare ‘lease to 
the schools which would enable you to get these tools? 

Mr. Wiicox. No: I never tried to run that down. It seemed rather 
hopeless anyway, so I just gave up. 

Mr. Noonr. Did you discuss that with Mr. Woll yesterday, Mb 
Wilcox? Did you discuss that phase of the problem with him 4 

Mr. Wincox. I understand from Mr. Woll that those machines ar 
being recovered now and brought back into service to be allocats | 
to manufacturers, 
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Senator Moopy. Those machines are being recovered? Are those 
machines in that town being recovered, or machines of that type? 

Mr. Witcox. Not only there but in other parts of the country also 
where machines were given to schools that are more needed in de- 
fense work than they are for training. It was my understanding 
from Mr. Woll, all those machines were being taken back and put 
into another pool for redistribution to defense plants. 

Senator Moopy. That is good news. And you did get from that 
pool yesterday—— 

Mr. Wixcox. From that pool yesterday I acquired five machines; 
yes, sir. 

Senator Moopy. You acquired five machines that you have been 
needing ¢ 

Mr. Witcox. Right. 

Senator Moopy. So apparently what we have now is a constructive 
job being done a little late; is that the story as you interpret it ¢ 

Mr. Witcox. Right. 

Senator Moopy. I am very glad, if it comes out that way, that we 
will not have to report that there are machines lying around still 
unused. 

I hope that these machines are carried back and put into production. 

Thank you, Mr. Wilcox. Is there anything you would like to tell 
the committee in addition to what you have said ? 

Mr. Witcox. Pertaining to that particular subject, no, sir, I think 
not. 

Senator Moopy. Is there anything else you would like to say regard- 
ing small business? This is the Small Business Committee. 

Mr. Wincox. Well, I think probably we are typical of most of them. 
We started with very limited capital. We felt that we could go along 
and do a small job with the amount of ¢ apital we had and with the 
equipment we could acquire, but we find that we can’t stand on that 
premise. 

We have got to keep growing or we have got to keep going because 
once we become known, the demand apparently is so great that we 
are getting oni gre ies not from our particular area that we might ex- 
pect them from, but from all over the country to execute work as sub- 
contractors to larger manufacturers. 

Senator Moony. In other words, larger manufacturers are looking 
urgently for the type of thing you produc et 

Mr. Witcox. Right: and not only that but they are sending in in- 
quiries to us on materials that are rather foreign to the thing that we 
are doing at the present time that are apparently in urgent need. 

Senator Moopy. You are, in a sense, in the tool business yourself. 

Mr. Wircox. Right; we are. 

Senator Moopy. And you find that other people are asking you to 
provide them the tools to make—— 

Mr. Witcox. We are in a unique division of the tool business. Per- 
haps the best way you could explain our business would be to say that 
we produce precision tools on a production basis; and, because we have 
been able to do that, apparently other people feel that we can produce 
other parts on a production basis, and we can if given the right oppor- 
tunity and the right support. 

Senator Moopy. Have you h: ad to delay your own orders to your 
prime contractors hbeeause of lack of proper tooling? 
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Mr. Wicox. Because of lack of proper tooling, because of the fact 
that we are small and we are not properly financed, and because we are 
now running into shortages on materials. 

Senator Moopy. In what materials? 

Mr. Wircox. In other words, we have three prime problems: Ma- 
chinery, material, and money. 

Senator Moopy. I think nearly everybody has a little money prob- 
lem. 

Mr. Wixcox. Basically that is the trouble with most of the smaller 
manufacturers. 

Senator Moony. The point I am trying to develop now, Mr. Wil- 
cox, is whether or not you are having to delay your own delivery of 
your own precision tools to these prime contractors because of these 
diffic ‘ulties ¢ 

Mr. Witcox. Yes: we are. 

Senator Moopy. Can you give us a couple examples of that? 

Mr. Witcox. Well, in one particul: ir case, as a matter of fact, I 
was talking with the Koppers Co. on the telephone this morning In 
Baltimore. We have got to make delivery within the next 30 days 
on some of their tools to prevent a delay in their production set-up 
that is scheduled to start the Ist of next month. 

Senator Moopy. That is production of what ¢ 

Mr. Wircox. Cylinders for tanks, hydraulic cylinders for the turret 
lifters on tanks. 

Senator Moony. So the picture as you present it is that undoubtedly 
the Tank Automotive Center or wherever the tank is being made is 
waiting on their cylinders ¢ 

Mr. Wiicox. That is right. We are waiting on machinery and 
materials. 

Senator Moopy. When did you originally plan to deliver? 

Mr. Witcox. We expected to de liver the 15th of this month. 

Senator Moopy. And you have been de ‘layed ? 

Mr. Wixcox. That is right. 

Senator Moopy. Why in that particular case were you delayed ? 

Mr. Witcox. Because we needed honing equipment for the finishing 
of those cylinders that we couldn’t acquire. 

Senator Moopy. So, if you had been able to acquire that equipment, 
you would have been able to deliver on time? 

Mr. Wivcox. Otherwise we would have been on schedule. 

Senator Moopy. When did you take this contract with the Koppers 
Co.? 

Mr. Witcox. In the latter part of December 

Senator Moopy. I see, and you could have turned those out very 
quickly had you had the equipment ? 

Mr. Witcox. That is right. 

Senator Moopy. But you were unable to get the equipment; is that 
right? 

Mr. Wiicox. That is right, because we can’t get a honing machine 
we have had to resort to hand operation, and to hone the inside of 
those cylinders 1614 inches long 

Senator Moony. You are honing them by hand ? 

Mr. Witcox, Yes; the same as you would in an automotive shop for 
a cylinder that you wanted to repair. We have had to use that type 
of equipment where we should have had a machine tool. 











12 MACHINE-TOOL SHORTAGES 


Senator Moopy. Do you know who Koppers is supplying with 
these ? 

Mr. Wincox. It is a Chrysler contract, I believe, ordnance contract. 

Senator Moopy. Is it the Detroit Tank Automotive Center ? 

Mr. Witcox. The Chrysler Corp. That is a tank center subcontract, 
I believe. 

onan Moopy. So that actually your small machine shop down in 
Sarasota, Fla., being unable to get a honing machine, is holding up a 
hvydr: ‘ellen lift, which may be holding up the production of an entire 
tank line: is that your underst: anding ¢ 

Mr. Witcox. That is my underst: anding of it: ves, sir. 

Senator Moony. Senator Sparkman, do you have any questions 

Senator SparkMAN. When you speak of a honing machine, is that 
a grinder? I notice you lis here things that you particul: arly need as 
two precision lathes, two milling machines. one profile duplic ator, 
two surface orinders, SIX automatic screw mac ‘hine Ss. 

Mr. Witcox. Yes. 

Senator SparKMAN. Isa honing machine a orinder, the same thing ¢ 

Mr. Wircox. No; they are an entirely different machine, and we 
did not list it at that particular time. We felt then that we had located 
one, that we thought we could acquire it, but since that time we found 
that the people who own that machine wanted so much money for it 
we just couldn't afford it. 

Senator SparkMAN. I notice a listing of companies that you have 
contracts with, the Ordnance Tank Automotive Center, Rock Island 
Arsenal, Joliet Arsenal, Twin Cities Arsenal, Lockheed Aircraft 
Corp., and miscellaneous. There are four of those that are Govern- 
ment operations, 

Mr. Wiicox. Richt. 

senator SPARKMAN, Did you ever ask those operations to help you 
in locating machine tools? 

Mr. Wincox. We have been rather unsuccessful in getting any par 
ticular amount of help from our local installations; that is, they tell 
us that machinery is very difficult to obtain and that they have none 
that they know of that cei | be ob ti ined. 

Senator Sparkman. Did vou tell them about this available ma- 
hinery that you told us about in Sarasota ¢ 

Mr. Wincox. They had no control over that. 

Senator SparkMAN. I know, but what I am leading up to is this, 
Mr. Wilcox. In the Defense Production Act. which comes up for 
extension very shortly, we provide in there that, if the Government 
needs machinery and can find it, it can take it. 

Now, What I am trving to get at is the extent to which you have 
sought Government help in getting that machinery for you. 

The reason I say that, I don’t want you to understand that I am 
saving it in any critical sense ot you at t all, because ] think it is some 
hing that the country ought to know, particularly in this matter of 
Mh ichine tools, because we are contronted with ad very bad situation 
with machine tools, and I think the country ought to know that Con 
eress fias Given the lecal machinery. the legislative machinery, by 
which the Government agencies are authorized to get out that ma- 
chinery if if 1s available any where. 
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Senator Moopy. Senator, not only that, but Mr. Wilcox has testi 
fied. | believe while vou were out of the room, that he came to this 
committee and Mr. Noone, the counsel of the committee, very quickly 
put him in touch yesterday with Mr. Woll. 

Senator SpaARKMAN. Yes: [ understand that. 

Senator Moopy. And now he feels he is going to get some tools, so 
that the amendment you introduced last year has borne fruit in the 
case of this small-business man in Sarasota, Fla., but apparently he 
did not know about this until he came up and talked to Mr. Noone. 

Senator SPARKMAN. | understand that, and that is exactly the point 
Lam making. Tam not directing this at the Wilcox-operations at all, 
but certainly it is something that small business all over the country 
ought to know. 

Mr. Witcox. I am afraid—— 

Senator SparkMAN. You are afraid they don’t know it: isn’t that 
true / 

Mr. Witcox. We don't know it. We did not know a thing about it. 

Senator SPARKMAN. It is in the law that the Government can go 
out and take that machinery if necessary. There is no sense in ma 

chine tools staying crated up at this time when we have such a short 
age of machine tools, and what we ought to do is to find out whether 
or not the mobilization forces are using the tools that we wave them 
with which to go out and requisition equipment when necessary. 

Senator Moopy. I might make a couple of points on what the Sena 
tor has said. I thoroughly agree with you, Senator, 

This was set up by the Congress, not only set up in law, but it also 
set up the machinery by which this could be activated. Tam sorry to 
sav, though, that, i order to be fair about this thine. the Congress 
lil not set up an adequate appropriation for General Taylor's oO} 
eanization, and he has had difliculty. 

Senator SparkKMAN. I know. [am not talking about General Tay 
lor’s organization on this. Tam talking about right up to the top; 
in other words, Mr. Wilson’s outfit is given authority under the law, 
and it was one of the things that the Administration wanted most of 
all, the power of requisition, and Congress gave the power of requl- 
sition. 

Now if we have a shortage of meow tools—and, of course, I don’t 
know what your hearings will develop, | mut I ene think we ought 
to keep in mind that. if it does show up, there is a bad shortage of 


machine oe throughout the country— oe if efforts to lease idle 
machinery or to buy it or to get the use of it in some way fail, then 
ce rtainly hg 4 Government is authorized to vo out and see that that 
oquipens nt is put back into oper ition. 

Senator Moopy. That is right. Of course, this apparently is the 
caeuiiie that Mr. Woll is now engaged in; is that right, Mr. Noone / 

Mr. Noone. Yes, sir. Senator Sparkman, representatives of the 
Defense Production Administration are volng to appear before the 
subcommittee tomorrow to explain just what tl ley have done and the 
progress they have made. 

Senator SPARKMAN. [ want to oF again that Tam not ad 
dressing these remarks to this individual case. He has pointed up 
ituation Which may well be multiplied acd of times over the 
country. 


OTE62R0 
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Senator Moopy. That is just the point. 

Senator SrarKMAN. It is something, as these hearings proceed, we 
certainly ought to explore carefully. 

Senator Moopy. Frankly, the reason I selected Mr. Wilcox’s case 
out of a number that Mr. Noone presented after his investigation was 
because this matter of these idle machine tools struck my eye, and I 
thought we ought to get into that right away and find out what the 
picture was from the standpoint of the small-business man so that 
we can have the material when Government representatives appear 
tomorrow, to question them as to what has been done along that line. 

I think the fact is, from the other standpoint involved here, that 
apparently there are a number of different prime contracts both with 
the Government and with private producers of munitions that either 
have been or could have been delayed by your delayed production. 
Now, you say you have money trouble. . presume you are referring 
to the fact that the machine-tool maker, before he delivers to you, re- 
quires you first to put a third down; does he not ? 

Mr. Witcox. That is right. 

Senator Moopy. And then he asks you to pay the balance on de- 
livery: is that correct ? 

Mr. Witcox. Either sight draft or in advance of delivery; yes, sir. 

Senator Moopy. So that, by the time you get the tool in your plant, 
before it has produced a single piece. you have had to put cash on the 
barrel head to get that tool # 

Mr. Witcox. That is right. 

Senator Moopy. Which requires an amount of operating capital 
which is not always available to a small business; is that correct ? 

Mr. Witcox. That is right. It is far in excess of anything that 
really a small business would have. You have really got to be a 
big business, or else you have go to go along with what you can do with 
the available equipment that you can find. 

Senator Moopy. Have you tried to get any financial help from the 
Government on this thing? 

Mr. Witcox. I have an application in now with the RFC. 

Senator Moopy. You say you do have an application with the RFC? 

Mr. Witcox. Yes, sir. 

Senator Moopy. To finance these tools for you? 

Mr. Witcox. To finance the production of these three large con- 
tracts we have; ves, sir. 

Senator Moony. The three large contracts? 

Mr. Wiicox. Not necessarily to buy tools for us, but to buy ma- 
terials and in general help out the financing. 

Senator Moopy. How about the Florida banks? Have you had any 
luck with the Florida banks? 

Mr. Wiicox. Not a great deal; no. They are not industrial banks. 
They are real-estate banks. They know some thing of farming; they 
know something of the citrus industry. 

To illustrate my point, one bank in our town when we first started 
business, a new bank, rather an aggressive crowd, we told them what 
we planned to do and about what our requirement would be from the 
bank and asked them if they wanted to set up a line of credit for us. 

The banker, who was an ex-rancher and farmer, wanted to know 
what sort of machinery we proposed to buy: and we told him milling 
machines, grinders, lathes, some heat-treating equipment, and things 
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of that kind. He looked perfectly blank, and he said: “What is a 
lathe?” 

“Did you ever see one i 

He said: “No; I never did. What would you do with it?” 

So we did not get very far with the banks. 

Senator Moopy. Perhaps that is because you are introducing a new 
line of work in Florida. 1 don’t believe you would have any difficulty 
making a Detroit banker understand what a lathe was. 

Mr. Witcox. That is right, or in Connecticut or New Hampshire 
or anywhere else, they know. ‘This is a pioneering field down there. 
They don’t really appreciate what machining is. 

Senator Moopy. Have you had to delay any of your other contracts 
besides this Koppers contract ¢ 

Mr. Witcox. For lack of equipment, the only other one that we are 
slightly behind on is some of these aircraft parts where we need mill- 
ing machines. 

Senator Moopy. Aircraft parts for whom 4 

Mr. WILcox. Lockheed. 

Senator Moopy. If you had the milling equipment, would you have 
promised earlier de livery? I presume one reason you are not behind 
is because you knew what your shop could do and therefore you esti- 
mated your delivery dates. If you had more modern equipment, would 
you be able to step up vour delivery for aircraft parts ¢ 

Mr. Wincox. Yes: we would. 

Senator Moopy. What parts are you making for aircraft ? 

Mr. Wincox. They are various support braces and fuselage strut 
support members. 

Senator Moopy. For what aircraft; do vou know 

Mr. Witcox. B-47’s, sir. 

Senator Moopy. The B-47, which is one of the most important air- 
craft being produced today. 

Mr. Wincox. That is right. 

Senator Moopy. ‘Thank you very much, Mr. Wilcox. 

Mr. Porter Landrum, Jr. 

Mr. Lanprum. Yes, sir. 

Senator Moopy. Will you t ake the stand, please. 

Do you solemnly swear the testimony vou are about to give before 
this snbeommittee shall be the truth, the whole truth, and nothing but 
the truth, so help vou God ¢ 

Mr. Lanprum. I do. 


/ 


TESTIMONY OF PORTER LANDRUM, JR., SALES MANAGER, 
SOUTHERN PRODUCTS CO., INC., BIRMINGHAM, ALA. 


Senator Moopy. Mr. Landrum, will you state your name and busi- 
ness, please / 

Mr. Lanprum. My name is Porter Landrum, Jr., Southern Products 
Co., Inc., Birmingham, Ala. 

Senator Moopy. What does your company make, Mr. Landrum ? 

Mr. Lanprum. Well, we have a twofold production program-—one 
of precision parts of all descriptions, small parts on a production 
basis; the other, tools and gages which cannot be considered produc- 
tion, but they are production gages for the large prime contractors. 
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Senator Moopy. So like the previous witness, Mr. Wilcox, you pro- 
duce precision parts, age you produce tools yourself ¢ 

Mr. Lanprum. Yes, s 

Senator Moopy. So tae are a tool-producing company ¢ 

Mr. Lanprum. That is right, sir. 

Senator Moopy. But you are dependent for your ability to produce 
tools, on other tools being delivered to you; Is that right ? 

Mr. Lanprum. Yes, sir. 

Senator Moopy. Now, will you tell us a little more 4 

Senator ooarnees as you know, I have to appear to testify for our 
clean Government bill this morning, and I = be back very shortly. 
Will you take over, please. I will be back in a very few moments, 
I trust. 

Senator Sparkman. Mr. Landrum, we are glad to have you with 
us. Will you give us some facts about your company, the history of it. 
background, when it was established, the nature of the work that you 
do, and so forth. 

Mr. Lanprum. Yes: I will be glad to. 

My father and I are in business together. He has been in the ma 
chine business longer i an anyone in the State of Alabama. He oper 
ated the first machine shop that was ever there on a dirt floor, and he 
has been in the mechanical engineering research and development 
work as well as machine work since 1919. 

Except for the period during the last war. he was the production 
chief of the Betchel McCone Parsons modification plant on B-24’s 
in Birmingham. He left the business at that time, in his words, to 
help the defense effort. He was a production expert. 

At the end of the war he went back into his former business. At 
that time it was mainly a research and development firm. He holds 
probably 12 or 15 patents that are now current, practical mechanical 
improvements. 

He has previously held I guess 20 to 25 patents, namely the first 
patent that was ever granted on a variable piteh propeller, without 
which no wuirp anes could get off the ground today, and such things as 
that. He has been a pioneer. 

Senator SparkMAN, When you say he held those patents, he was the 
inventor ¢ 

Mr. Lanprum. Yes, absolutely for the 17-year period, and it was 
not deemed feasible to renew them. I might add this. He went all 
the way up to the sixth grade in grammar school. From then on he 
isa self made man. I wish I had what he had. 

Senator Sparkman. Is he still active in the company ? 

Mr. Lanprum. Yes sir, partners in the company. In 1945 we de 
cided to go into the manufacturing business. We didn’t have the 
financing so we had several of these patented items produced for us 
and we were the distributors on a Nation-wide scale of the patent 
improvements for vehicles and motorcycles and what have you. 

The situation progressed and we were about to market a motor 
eooter back in 1948. In 1949 the Korean situation came about and 
the steel proposition looked So woebegone that we thought we better 

helve that for the time beine and to keep our organization together 
we added. heg in to add | few pieces of equipme nt that could be 1 re 
worked into production equipment into our research facilities, and 
began to try to work up to some defense contracts. 
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And in November of 1950 we began to contact the National Produc 
tion Authority in the Birmingham Ordnance District and began to 
bid on production items, possibly from the Tank Automotive Center. 

In May of 1951 we incorpor: ited to be able to have a little operating 
capital which we hadn't had previously, moved into new headquarters, 
roughly 10,000 square feet of floor space. 

At the time we moved we had five employees; now we have 22 first 
class mechanics and machinists. We are running two shifts on some 
of the machines, not a full crew on all of the machines. 

secause of the shortage of the machines, in other words we are 
behind on some of the machine work and therefore have to run two 
shifts to keep up Ww ith iton a few of the machines. 

We have 15 prime contracts for replacement parts and spare parts 
with the tank automotive center in Detroit through Birmingham 
Ordnance Dist rict. We have two contracts that we received from the 
(Ordnance District. We have two contracts with Watertown Arsenal. 
one with Watervliet, two with Rock Island, and one with the Ordnance 
Guided Missile Center at Huntsville, Ala. 

Senator SPARKMAN. Are they all prime contracts / 

Mr. Lanprum. Absolutely, ves, sir; every one is a prime contract. 
We have six purchase orders from the Chrysler Corp. tank engine 
project there, in New Orleans, producing tools and gages. We have 
one contract with the Alabama Metal Products, production tools and 
gages, and seven purchase orders from Line Materials Co. in Birming 
ham, Ala., producing spare or replacement parts for the M-1 Infantry 
rifle. 

Now | would like to add that on the work with the Line Materials 
Co, its gages require a tolerance of 25 nullionths of an inch for such 
as production gage blocks. Previously they didn’t know we were in 
business, since we are so young. We don't have a clientele that a lot 
of people have, nor the representation, so they placed an order with 
the only gage manufacturer in our general vicinity, in Jetlerson County 
there, for these ame sand production tools, 

Three months pk issed, and time for delivery came. The tools weren't 
available, they weren't delivered, so they he Val to ¢ ‘heck into it and 
found that the firm with whom they placed the order had themselves 
subcontracted the work out hither and von, and, oft course. they had 
no jurisdiction over the delivery schedule and they were left holding 
the bag, and therefore they left the Line Materials Co. holding the bag 
with this pilot model of the rifle barrel expected to come off any day. 

Of course the ‘vy had t » have the gages before they could check the 
first one, so they very a. idly welcome us to attempt to supply them 
with these gages and production tools at the last moment, so we have 
been working night and day in an effort to get them out of the hole 
so that they can try to meet their schedule. 

Senator SparKMAN. Let me ask vou this. You said vou had two 
eontracts w ith the ( ruided Missiles School. Is it ¢ 

Mr. Lanprum. Center. 

Senator SpARKMAN, With the Redstone Arsenal in Huntsville. Did 
vou get those on bids or negotiation / 

Mr. Lanprum. Well, sir, it is a peculiar situation that I think might 
bear a little discussion. They have work to be done for drill fixtures 
fora large rocket, roughly 6/67 inches in diameter, I believe. We don't 
have anything in our shop that large. 
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We started out with the idea of production of precision parts, small 
parts, because it takes too much money to get into big. business, big 
equipment, big production. So their contract administrator kept on 
calling us. 

We had written them avout manufacturing some gages for them 
and they kad us listed with another Southern Products Co. that pro- 
duced household furniture and wax, so we had written them a letter 
to get them straightened out, and asked our help in suggesting some- 
one that would have the open capacity to manufacture this one drill 
fixture, just a big ring inside diameter with 88 holes around the 
periphery at an angle, so we began to scratch our heads and mentioned 
a few companies. me every one of them he had previously contacted 
and they lau; vhed at him. They weren’t interested. 

All of the large ioanilidien that have their own machinery, the C, 1. 
‘30:3 all of those places are loaded to capac ity working three shifts 
and weren't interested. ‘They very seriously needed this fixture, and 
in talking with him he was really athaahias He was just at the end 
of his line. 

He didn’t know what to do, so we told him that whereas we knew 
that they wouldn’t be interested in doing the work because they had 
to bid on it and they didn’t have to bid, they got all the work they 
could do at their price, but we would take it, try to engineer it, try 
to put the thing through, and there was one phase of it that we could 
handle in our own shop, that is the saiienadiens of the drill bush 
ings. It is a heat-treated part harder than the drill itself, to hold 
the drill or guide the drill. 

Well, we still had to have a bid. We spent 2 weeks of precious 
time down on our knees sometimes practically begging different shops 
to do just one ope ration on this. Kirst we had to oet a piece of steel 

inches thick that weighed 2,000 pounds, from the C. I. Co. They 
were very reluctant to sell it to us from Birmingham. They wanted 
us to buy from Houston. 1 think they must have a freight hook-up 
there. They won't sell us anything at Birmingham. 

But we bought the steel there. We got another fellow by twisting 
his arms to machine it for us, and still another one to heat-treat it 
forus. Altogether we have five subcontractors ourselves on this deal, 
and I imagine the job will run close to $5,000 for one piece. 

We might have $1,000 in it, and they can’t allow, at least they 
wouldn't have, we wouldn’t have gotten the job if we had added a 
dime for engineering work. Of course they had to get three bids, 
too. We were S120 low on a $5,000 bid of that nature. We offered 
4-week delivery, and the other party offered 10-week delivery. 

Now that is the situation. They have had us incorrectly listed on 
their bidding list all thist ime, and we didn’t know it. 

Senator SPARKMAN. That is the first work you have done for them ¢ 

Mr. Lanprum. Yes, sir. 

Senator SpARKMAN. I suppose you will be doing others? 

Mr. Lanprum. I hope so. 

Senator SparKMAN. All right, go ahead. Have you told us how 
many employees you have in your company ¢ 

Mr. Lanprum. I believe I have. It is 22. 

Senator SPpARKMAN. And you said they work in two shifts? 

Mr. LanpruM. Seventeen on the first shift and five on the second, to 
alleviate the shortage of several machines. 
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Senator SparkMaN. What shift do you leave off, the third shift? 

Mr. Lanprum. The midnight shift; yes, sir. We are not large 
enough to incorporate a working foreman on the second shift, and I 
personally run it as well as try to take care of the Government red 
tape on the first shift. 

About 6 months ago we saw that we werent going to be able, a: 
Mr. Wilcox did. to be the chooser in the deal. We were going to 
have to try to meet the demand, have something to offer thai Was 11 
demand. 

We found we were going to have to get In the precision gage busimess. 
There seems to be a greater or more critical shortage of that than 
anything else. To do that surface grinders, honing machines, heat 
treating equipment and so forth is required, very much the same as 
Mr. W ileox’s testimony. 

We tried and tried and tried to secure a surface erinder. We had 
a quotation on a surface grinder of 14 to 15 months with the directive 
of $5,000 cash. No one would even accept our order. They wouldn't 
even hang it on a nail until a directive accompanied it. 

We also had another quotation, 12 to 14 months and $6,000 cash 
with a directive. We could not get a directive because the prime con- 
tracts we had were for replacement parts and the Ordnance Depart 
ment informed us that the only equipment aid that could be given 
was a large contract whereby the contract had a clause in it that the 
Government would furnish the equipment, in other words a new item, 
an original item rather than a replacement part. 

So we were finally given a tip that the City of Birmingham Board 
of Education, in their warehouse had a 6 by 18 Norton surface 
grinder in the basement. We contacted the director of the board of 
edueation and found that to be true, and after about 3 weeks of nego 
tiating we were able to rent that machine, badly beaten up, to use an 
expression, for S50 a month. 

The machine was manufactured in 1958. It went through the last 
war and has not been used by the sehool since it was presented to them, 
and IT could not help but notice when we were loading that machine 
out. turret. lathes, milling machines, all types of precision production 
tools, the tvpe of machine that a school has absolutely no use for 
whatever. We couldn’t get our hands on it. 

The same old runaround that Mr. Wilcox was given. T can’t under 
stand it. It is a sense of hoarding, I imagine. They have got some 
thing, they know it is valuable and they don’t want to let it go. They 
can't eat it but they still don’t want to let anybody else use it. 

Senator SPAaRKMAN. You mean the city school board had additional 
equipment ¢ 

Mr. Lanprum. Absolutely, they have right now. 

Senator SparkmMan. That you wanted to lease / 

Mr. Lanprum. That is right. 

Senator SparkMan. Could you name a few of them 4 

Mr. Lannrum. Turret lathes, big ones, multiple spindle, automatic 
screw machines, double spinning turret lathes, milling machines and 
just a variety. 

Senator SparKMAN. Those are not being used ? 

Mr. Lanprum. Absolutely not. They are in the basement of the 
building and it remains locked all the time. It is a warehouse. 


Senator Sparkman. In other words, just stored away. 
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Mr. Lanprum. That is right. 

Senator SparKMAN. Are they crated or standing out loose / 

Mr. Lanprum. No, sir; they are just on skids. It is a form of 
erating. They have never been taken off the skids. 

Senator SPARKMAN. Did you try to negotiate for the lease ¢ 

Mr. Lanprum. We did. They have a new vocational school. You 
might be familiar with old Roberts Field on the far side of town. 

Senator Sparkman. It is a State vocational school that is being 
built. 

Mr. lkeanprum. That is right, and even this surface grinder that 
we now have rented at 850 a month we are going to have to give up in 
September. 

Senator SparkMAN. Did you try to lease these other machines until 
September / 

Mr. LANDRI M. They said it would he “too much rec tape” because 
they would have to call them back. They were cong to install them 
out there for instructional purposes. 

They are not that kind of a machine. It would take all of one 
semester or all of one term’s time to set the machine up. much less to 
get any educational benefits from it. 

Well. the next item is heat-treating furnaces, the same situation 
there. There is to my knowledge only one commercial heat-treating 
facility in the Southeast, that is in Birmingham. This fellow runs it 
24 hours a day. He has no competition. 

If you don't like the way he does your job, if vou don’t like the de- 
livery he gives vou on it, take it to Cincinnati or Cleveland. That is 
his attitude. He has a monopoly. 

The equipment he purchased T guess at less than 10 cents on the 
dollar out of surplus after the we war. He was one of the fore- 
sighted ones that was able to get in there and make a killing, but we 
have been held up as much as 90 days on delivery of items to Ordnance 
Tank and Automotive Center and some of the other places because 
almost all of these parts have to be heat-treated. It was just as much 
an operation as machine work because they are no good unless they 
re heat-treated. 

Senator SparkMAn. Now let me ask you something that is not 
exactly W ithin the jurisdiction of these hearings. 

Mr. Lanprum. All right, sir. 

Senator Sparkman. But I think it is an interesting point. You say 
that this one man has a monopoly on heat-treating machinery or equip- 
ment for all of the Southeast ? 

Mr. Lanprum. To my knowledge. Mr. Wilcox might be able to 
give us some information there, commercial heat-treating. 

Mr. Wincox. There is one in rn Ga., and another that has 
been set up in Miami, though the one in Miami is not taking any com- 
mercial work. The nearest approac I) to us would he Atlanta. (ra., 
so we were forced to set up our own heat-treating plant. 

Senator SPARKMAN. Is it a costly set-up? 

Mr. Lanprum. Yes, sir: they have a flat fee of 25 cents a pound. 
Sometimes it takes them as much as 2 hours to heat up a piece of 
steel and quench t. 

Senator SPaARKMAN. No. I did not have reference to that. Is the 
setting up of the heat-treating business costly ? 
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Mr. Lanprum. Not too costly, no sir. Not nearly as costly as 
machine tools, not by a long shot. 

Senator SparkKMAN. What would represent the usual investment in 
a reasonably sized heat-treating business ¢ 

Mr. Lanprum. Well, at today ’s prices ¢ 

Senator SPaRKMAN. I suppose if you set one up you would have to 
do it at today’s prices. 

Mr. Lanprum. Lamafraid so. To be reasonable and conservative. 
I would say ten to fifteen thousand dollars would set up, if you could 
locate the equipment. 

Senator SpARKMAN. Yes. Well, now this is the point I am coming 
to. Heat treating is something that goes on all the time ¢ 

Mr. Lanprum. That is right. 

Senator SPARKMAN. It is not just in the defense mobilization 4 
What are the conditions that bring about the scarcity of this par 
ticular type of business’ In other words, why does the monopoly 
exist / 

Mr. Lanprum. Before the last war there was none. 

Senator SparkMAN. You mean no heat-treating / 

Mr. Lanprum. Not commercially. 

Senator SpakKMAN. In other words, every business that needed heat 
treating did it for itself 4 

Mr. Lanprum. That isright. There are just a few, Valve Fittings, 
Continental and of course the C. 1. Co.—— 

Senator SparkMAN. Of course any large operation would naturally 
have its own heat-treating system. 

Mr. Lanprum. That is right. 

Senator SparkMAN. But anybody in the iron and steel business has 
to have heat treating at some time, doesn't he ¢ 

Mr. Lanprum. ‘That is right, and that field, as you might well 
know, in the Southeast has developed inieiiemanbinaali since the last 
war. The machine facilities 1 am sure have quadrupled or maybe 
even more than that since the last war, and therefore they have had 
to have some heat treating. 


This one firm vets hent treating jobs, cle work for sheet metal 
stampings, and so forth, from all over by parcel post, air mail, railway 
express, Greyhound bus, and everything else. People from all over 


the area as far up as Virginia and Florida. 

hehe SPARKMAN. As I say, that is not a part of these hearings 

Mr. Lanprum. That is right. 

Senator SPARKMAN. But naturally I am interested in it because it 
seems to me that if you want a healthy economy, there cettainly ought 
to be a scattering of that type of business and every other type ot 
business that we need in our normal everyday life. 

Mr. LANDRI es et has been espec lally driven home to us. We vet 
sore every time we think about it. We vave this one company thei 
first order that put them in business. , 

In other words, our order for heat treating was the initial order 
that they had when they purchased their first heat-treating equip 
ment, | should say whic h he purchased as an individu: a and we have 
had to sit by and watch him grow until now he is worth lots of money 
because of that monopoly. 

Senator SparKMAN. I re yorce Mn the fact that he has PTOWN 

Mr. Lanprum. I do. too. 
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Senator Sparkman. I only deplore the fact that many other young 
veterans coming out of the war, goodness knows they went into every 
other kind of business, why didn’t they go into some of these? 

Mr. Lanprum. That particular business is a business that you have 

got to know what you are doing or you had better not get into business. 

Now the situation there, this party has never studied the heat 
treating business or metallurgy either. He learned it the hard way. 
He previously worked as a heat-treating man only doing what someone 
told him to do. 

Well, with that experience he has gone into it and he has the atti- 
tude and he will gladly tell you, that if you spend 2 months making 
something here, goodness knows what it is worth, if he ruins it for 
you he is sorry, he will heat-treat another one for nothing if you will 
make another one. 

I am glad to know there was one in Atlanta. I didn’t know, Mr. 
Wilcox, that there was a facility. But they are very temperatmental. 
You have to handle them with kid gloves because the ‘vy have got you 
where it hurts. 

Senator SparkMAN. It seems to me it might be a pretty good field. 

Mr. Lanprum. It would be a good field. If I could get the equip- 
ment, I would be in the heat-treating business myself. 

Senator Sparkman. All right. let us get back to this. That is an 
interesting discussion and T think it is something that maybe some 
of our returning Korean veterans will look into as the returning vet- 
erans during the last war opened up many fields of new endeavor. 

Mr. Lanprum. That is right. We had the same trouble on thread 
grinders. Twelve to fourteen months with a directive—the same sit- 
uation. 

There are some pieces of used equipment available on a rental busis, 
never with an option to buy and use that rental toward purchasing, 
and it is extremely deplor: able. 

Going back to this or inder just a moment, we are a small business 
really. We are paving $50 a month. and some months we won’t use 
the machine. Another month we use it two shifts for the entire month, 
but we have to pay that rent whether we use it or not, just to have the 
use of it when we need it. 

Of course, a machine like a thread grinder, a thirtv or thirty-five 
thousand dollar investment for a new machine. and what small busi- 
ness can afford to put out that kind of cash? Tf they can they are not 
a small business. They had better go fishing or something. ' 

Senator SparKMAN. Let me ask you this. You say this equipment 
that is being held there in the Birmingham public school svstem is 
going into the new vocational school come September. Will it be 
possible for the new vocational school to do subcontrac ting? 

Mr. Lanprum. They couldn't do any of ours, because ours is a piece 
of art. 

Senator SparKMAN. Yours is precision work ? 

Mr. Lanprum. Absolutely. We consistently do our work within a 
half of a tenth of a thousandth. 

Senator Sp AR KMAN. Most of your work—did you say you did some 
for airplanes? 

Mr. Lanprum. We have atte mpted to do some work, some die work 
for Lockheed, and their outside production manager and their quality 
control men have been in our plant three times within the last 2 
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months and they say that the production of the B—47 is fixing to get 
under way and beginning to roll, and as soon as it does there will be 
come production posibilities there, but at present we are not. 

Senator SpARKMAN. What is Maize m: ae? 

Mr. Lanprum. They are reworking B-2 

Senator SparkMAn. I know they are now, but aren’t they going to 
assemble ¢ 

Mr. Lanprum. That is a good question. The chamber of commerce 
doesn’t know and I don’t know of anybody else that does. They are 
very elusive. I can’t get anything definite as to what they are going 
to do. 

Senator SparKMAN. Most of your work, though, is with transporta 
tion of different kinds—motors and tanks? 

Mr. Lanprum. Watertown Arsenal Watervliet both are guns, largely 
155-millimeter. 

Senator SparKMAN. Of course, the Guided Missile Center requires 
very delicate work ; does it not 4 

Mr. Lanprum. Extremely delicate. We have installed a constant 
temperature room to maintain the temperature at 70° plus or minus 
: for this precision work. ‘The temperature of the human body will 

‘ause an expansion there of the material and throw you all off. 

Senator Sparkman. Your difficulty is getting machine tools; is 
that it? 

Mr. Lanprum. That is right. 

Senator Sparkman. How; great is vour shortage at the present time ? 
What are the machines that vou despe rately need ¢ 

Mr. Lanprum. Surface grinder- 

Senator SparKMAN. | won't say desperately, but badly need; really 
need. 

Mr. Lanprum. Well, it is desperate. Surface grinder, honing ma- 
chines, thread erinder—— 

Senator SPARKMAN. Three items? 

Mr. Lanprum. Yes, sir. 

Senator SPARKMAN. One of each or more ? 

Mr. Lanprum. One of each would be very satisfactory. 

Senator SparKMAN. Tell me what steps you have taken other than 
trving to get it from those schools. 

Mr. Lanprum. We applied to the manufacturers through their dis 
tributors in Brimingham and were informed that they would not con- 
sider accepting an order. They wouldn’t even process it until we had 
a DOZ—) or a directive to accompany it. 

Senator SPARKMAN. *g ave you got that ? 

Mr. Lanprum. No, si 

Senator SPARKMAN. C an you get it ? 

Mr. Lanprum. I will say the last 30 days we had no work asa prime 
or subcontractor for work that would warrant that. In other words. 
all of our work has been spare parts and replacement parts for the 
Ordnance Department. 

Now the subcontracts that we have with Chrysler and Line Mate 
rials, their prime contracts are of extreme necessity, so with the pri- 
ority rating that the contr: act carries, the Ordn: ance Department has 
told us that they can apply that same priority rating on our request 
for assistance, 
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Senator SrarkMAN. This contract you described with the Red- 
stone Arsenal, W ith the Guided Missile Center is not replacement, is it. 
or repair? 

Mr. Lanprum. No, it isn’t, but in other words they don’t want to- 
if they could go out fos help somebody get equipment, they wouldn't 
have any trouble getting somebody to do the job. 

Senator SPARKMAN. Have you tried in Washington, tried anywhere 
up here to get help in getting equipment / 

Mr. Lanprum. Yes sir: L have tried through Mr. Noone here. — I 
better clarify the statement. 

Senator SPARKMAN. As a dmatter of fact you wrote me: didn’t you! 

Mr. Lanprum. Yes, sir. Back on September 19 when the Goy 
ernment gave away SZ billion worth over in Marietta, the Wall Street 
Journal stated that the United States invites defense contractors to 
pick and choose from 6,000 moth-balled items, free give-aw ay at Gov 
ernment eXpelse, even the shipping eXpelise Was at Government ex 
pense, 

| tried to wet ited to that ar ad I haven't been invited vet. ] don't 
know who js issuing the invitations. I never could find out. 

Senator SPARKMAN. Is it still going on / 

Mr. Lanprum. To my knowledge it is, because they still have some 
of the machine tools there. 

Senator SparkMAN. Do vou have to be invited? Can't you Just go 
over 4 

Mr. Lanprum. To my knowledge you can’t get in. 1 have been 
there at Marietta to see the Lockheed people, and before this article 
ever came out, evidently about September |, I noticed in this huge 
building machine tools just as thick as peas in a pod. — 1 bet there 
wasn’t a square foot of floor space left. 

Senator SPARKMAN. As a matter of fact that huge plant was used 
for the storage of machine tools during the war. It was very for 
tunate for us that it was so usec. 

Mr. LANDRI Mi. | have been informed ] don’t know how accurate 

| 


the information is—that the Air Force claimed that those machine 


tools belonged to them. That was one method of bypassing Ine or 
elvine me the brush-off—that you had to have a contract with the 
\ir Force to be eligible to be invited. 


senator SPARKMAN. You have fOt some suggestions since being up 
here as to how to vo about it: haven’ t - uf 

Mr. Noone. I believe I furnished to you vesterday, Mr, Landrum, 
ho is arranging those interviews, wen 
we have taken steps to see to it that you do get an invitation and ¢ 
Oop portunity to examine those tools, 

Mr. Lanprum. Yes. It is true by this time I am sure that the 
major ty of it is picked over eo much and the ‘Vy Say what is left 
isa special machine. All we need is a special mac shine. We have got 
ple t\ ot the othe 5. 

Senator Sparkman. If it is the right special machine. 

Mr. Lanprum. That is correct; yes, sir. 

Senator Sparkman. I will say the same thing to you that I said to 
Mr. Wilcox and that T wish we could say to every—l started to say 
small business, but there is no need of differentiating; to every busi- 
ness in America that is engaged in defense production— 


’ ] 
the name of tne vgentlieman w 
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Congress has done its best to set up machinery to help, and I wish 
that we had some way of getting the word out to the people as to 
what they ought todo. Of course, our committee tries to help. There 
is a similar committee on the House side. 

There is a Small Defense Plants Administration; there is a set-up 
in the NPA in the Small Business Office, and various contracting au- 
thorities are supposed to help, and we are very happy to have you 
give us this typical case. 

I am quite sure that, when we have concluded, we will have a series 
of cases that we may very well point out to those who are in charge, 
to make certain that a program is worked out whereby this critical 
shortage of machine tools may be alleviated. 

Mr. Lanprum. I don’t know whether it is a statement or a ques- 
tion I would like to bring up before I go. It is my own opinion, but 
after consulting several of the large machine shops in the Birming- 
ham area, they are most definitely of the same opinion: That the 
simplest, quic kest, best way in the world to alleviate the machine- 
tool shortage is to stop forcing the small-business man to take a 
oamble on defense work, He can’t afford to. 

The big-business man, the one that really can afford to take the 
gamble, doesn’t have to. He is guaranteed not less than a 10-percent 
profit. The Government furnishes the equipment, the Government 
furnishes gages, the Government goes to all the trouble to supply 
a souree of material. 

They worry themselves sick on these contracts—-I am sure that is 
for the national defense contracts—but the y are really concerned with 
the big boys. To the little fellows they say, “Let’s get on the ball here; 
you are 10 ad; vs behind schedule.” 

Senator Sparkman. I wonder if you can clarify my thinking a 
little on that. Do vou feel that there is a dise rimination against the 
smaller business? For instance, you say big business is guaranteed 
a 10-percent profit. 

Mr. Lanprum. You have heard of this upward-price-revision 
clause. 

Senator Sparkman. You don’t mean that small business does not 
have the same provision, do you ? 

Mr. Lanprum. I haven't been able to get. it—get anywhere near it. 
We will go back to this 

Senator Sparkman. Let me ask vou, have most of your contracts 
been on bids? 

Mr. Lanprum. Every one of them. 

Senator SparkMAN. Every one has been on bids? 

Mr. Lanprum. I haven't had the opportunity to do anything else 
except bid. The majority of items we never have produced before. 
A lot of the items for the same components during the last war have 
been completely changed now. 

Materials, specifications, heat treating, and all that have been 
changed, so a man that made a part for a gun during the last war, 
the same part this time takes an altogether different set-up, procedure, 
and so forth. 

Well, vou go in there and you have got to bid on your material, 
vou have got to bid on your machine work, bid on the heat treating. 
hid on hes mckaging. 
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Now the trouble that is hurting most of the small-business men, 
I see abstracts day in and day out of the items that I have bid on and 
we have been doing this now since last May, have been shipping on 
Government contracts. In fact we haven’t touched a thing except 
an Ordnance contract since last May—100 percent Ordnance work. 

They will bid a unit price less than the packaging cost is going to 
require for overseas shipment. I know that because I have done the 
actual wrapping myself. I have bought the —— and I know 
what it costs to preserve and package and ship oversea 

Yet the Government continues to give those low hide—3 mean award 
contracts—at a price they know is too low. They are procuring 
defense materials at the cost not of the taxpayers but the small 
business man, the small contractor. 

Now maybe they don’t know that. Maybe it has not been called to 
their attention, I don’t know, but we have to bid, and if we are low, 
that is tough. If we are high, make over 10 percent, they come back 
and take it away from us. 

You lose your shirt on one job, you make a little bit over 10 percent 
profit on the other one, they w ‘i take that excess over 10 percent away 
from you. 

I don’t want to use any harsh language. The word “discrimination” 
can lead to being rather harsh in some people’s minds. 

Back to this simple solution. I got off the beam a little bit there. 
If the Government could come along with a blueprint, go into a man’s 
shop that had the correct machines, and say: “What will you make 
this for?” or better than that say: “We have in the past paid this 
much for this item, can you make it for this?”—if the man says “Yes,” 
fine. He is not gambling nearly as much as he would be just out of 
a clear blue sky. He doesn’t know what the problems are going to 
be if he is bidding on something. 

Now if youe ould take the gamb! e out of defense work for the small 
business man, you would immediately have more machine tools, new 
machine tools, available to the defense effort than could be produced 
in 1 or 2 years. 

There are shops in Birmingham, some of them big, some of them 
small. They won't touch defense work. Every invitation that comes 
in to them the ‘V don’t even open it. They pul it in the wastebasket. 
They aren't interested. 

They are making a profit and I am sure the Government doesn’t 
expect anybody to work without making a nominal profit. They 
might as well go fishing rather than do that. 

But still I say that they are not going to take a chance. They don’t 
have to. They are making a living. 

But to get down to the fact of the machine-tool shortage, I am sure 
that you and many other people are aware of the tremendous number 
of machine-tool installations and facilities that are not dging a thing 
on the defense program. That is the only way that they will ever 
come into it. 

Well, nobody wants to be guaranteed a profit ; I mean, not seriously. 
You are not guaranteed a profit in private business, in ordinary 
business. 

Senator SPARKMAN. They want to be viven a chance to operate so 
they can make a profit; isn’t that it ? 
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Mr. Lanprum. That is right, because they are choosing when they 
accept a job or don't accept one. 

Thank you, sir. 

Senator SparkMAN. We thank vou very much. We appreciate your 
coming and giving us that presentation, 

Mr. Kenneth H. Bradshaw, please. 

Come around, Mr. Bradshaw. 

Do you solemnly swear the testimony you are about to give will | 
the truth. the whole truth, and nothing but the truth. so he ‘Ip amie 

Mr. Brapvsnaw. I do. 


TESTIMONY OF KENNETH H. BRADSHAW, VICE PRESIDENT AND 
GENERAL MANAGER, 0-T-M SUPPLY CO., HOUSTON, TEX. 


Senator SparkMAN. You are vice president and general manage) 
of the O-T-M Supply Co. 

Mr. Brapsuaw. Yes,sir. 

Senator SparkKMAN. Of Houston, Tex. 

Mr. Brapsnaw. Yes, sir. 

Senator SparkKMAN. Will you tell us a little something about you 
company, when it Was established, the principal products, and SO 
forth ¢ 

Mr. Brapsuaw. We manufacture industrial piping supplies. We 
have been in business since 1919. I was with the firm, manager of the 
firm since 1934, have been with the firm since 1931. 

We have 144 employees. We have some 36 operating production 
machines. We manufacture the material that goes into the various 
types of piping, installation, flanges, T’s and L’s, and that. 

It is the material that is needed in the construction of plants before 
you can build airplanes, atomic energy, and several others. But we 
also fall in the group of the 30 percent machine tools, and not in the 
70 percent of the defense effort. We fall in the same group that the 
atomic energy falls in, in fact, export and everything else falls in the 
300 percent. 

We have no direct contracts with the Government. All our contracts 
are orders with construction companies or large fabricators that 
put up refineries and chemical plants. Right at the present time we 
are doing business with the job down in Georgia, the atomic-energy 
plant down there. 

Senator SPARKMAN. Savannah River? 

Mr. Brapsnaw. Yes. We are supplying approximately 50 percent 
of the material on that job. 

Senator SparkKMAN. When you say material, you mean piping fit 
tings ¢ 

Mr. Brapsuaw. Piping fittings, yes, sir. 

Senator SparkKMAN. Before you go further, will you satisfy my 
curiosity as to what the O-T-M stands for ? : 

Mr. Brapsnaw. It stands for the Oil Tooling Manufacturing Co. 
The nomenclature oil tools we used to manufacture at one time. We 
discontinued manufacturing those back in the early 1930's, so we have 
shortened the name more or less. 

It is easier, in fact everybody has gotten used to the initials, so we 
Just shortened it to make it easier for our stationery, writ ing and so on. 
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Senator Sparkman. Have you had any trouble getting machine 
tools? 

Mr. Brapsuaw. Yes, sir. 

Senator Sparkman. Will you tell us something about your ex- 
periences / 

Mr. Brapsraw. All of our machine tools have been on order as early 
as 1950, June, July, August, and September 1950. 

We haven’t gotten but one machine delivered since then, and that 
was placed in June—no, I take it back, in April of 1950—and it was 
in the frozen period and it was delivered to us in late October of 1950. 
All other machines have been kicked back and kicked back. 

We waited around quite a while until early 1951 before we even 
applied for a rating because we were told by the manufacturers that 
we were in the frozen period due to the fact that our equipment was 
ordered way before the priority system went in, I should say the 
defense set-up on priorities, and so we did not bother about it until 
they started sending directives and taking equipment away from 
us and wouldn't let us have it. 

We applied for ratings and were given ratings, but on one particular 
machine that was placed in September of 1950, has been set back by 
five different directives. Every time it gets close to delivery time, 
some Government agency such as Army, Navy, or even machine-tool- 
building companies come in and take the machine away from us. 

We have made efforts to buy other equipment and we have bought 
second-hand equipment. For quite a while we could not buy the 
second-hand equipment due to the price of it, until there was a ceiling 
put on it. 

When there was a ceiling put on the price of second-hand equip- 
ment, it allowed us to go ahead and buy it at a reasonable price. 4 
one time some of this second-hand equipment was selling for more 
money than new equipment was, and naturally it has been worn and 
has been taking quite a beating. 

We are now able to buy the second-hand equipment at 50 percent 
of the present new price, which is anywhere from 25 to 30 percent 
higher than what the stuff originally was manufactured and sold for 
back in 1939, 1940, 1941, 1942, and as late as 1944. 

A two-A turret lathe sold in 1944-45 for approximately around 
89,000. ‘Today second-hand, one that was built in 1938 or 1933 even, 
sells for $12,000 to $14,000. 

The same new machine today is selling for around twenty to twenty- 
four thousand, but the new machine is so much more advanced with 
new operation, new carriages, new automatic devices on it that allows 
us to pay the additional money for the added production we get 
out of it. 

Out of a new turret lathe today that is manufactured on today’s 
market compared with one manufactured as late as 1945, we can pro- 
duce between 30 and 35 percent more production on it, which you 
could not do on the old-time machines. y 

We have new types of cutting equipment. In fact our plant is 
nothing but carbide tip cutting tools, which takes a lot of heavy horse- 
power and a lot of modern equipment to handle. 

With the old-type equipment we can’t. We have even gone out—I 
heard the other two gentlemen speak of schools. We even bought 
some from schools. 
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We have dug it up and at some of the schools we were able to get it 
and some we weren't. One of the colleges we got from, I think the 
reason why we were able to, we are a pretty he savy donator to the 
college, and in return they have a machine sitting idle. 

After the Second World War, War Assets gave to all the schools 
their pick of any type of machinery they w: unted, and lots of places 
they didn’t pick them, they shipped them, and they shipped turret 
lathes, big boring mills. and various things that are not instructing- 
type equipment. 

[ know the Government was trying to get rid of it at the time, nobody 
vanted it particularly, and that was a good place to put it, but that 
same equipment has never been used, and in all the colleges I have been 
there are lots of them who have got it . 

It has never been used by any college yet and it won’t be used, 
because I have even spent time at Eastern State Teachers College 

ac hing school myse If the re ofttime 4s, tO ZO Up and do some instructing 
for them, and you just don’t use that type of equipment to teach with, 
and there is lots of it available. Some of that is in pretty good shape 
because it has not been used since the war. 

Senator SpARKMAN. It was given to those schools under a restric- 
tion, however, against resale. 

Mr. Brapsuaw. Yes; they can’t resell it. 

Senator SparkMAN. And I wonder if it is possible that some of the 
schools think that that might apply also to leasing ¢ 

Mr. Brapsnaw. Well, they can give it away but they can’t sell it. 

Senator SrpaARKMAN. Give it away to anybody they want. 

Mr. Brapsuaw. Yes, sir; they can give it away to: anvbo ly th: ut they 
want to. That is my experience with it and I have got some of it that 
has been given to me. 

Senator SPARKMAN. Well, you have been luekier than some of the 
others. While waiting for your new machinery, you do have priori 
ties now ¢ 

Mr. Brapsnaw. Yes, sir. 

Senator SparKMAN. What is happening to your old machinery ? 

Mr. Brapsnaw. Well, we are still repairing it and keeping it up, 
which is a high cost. 

Senator SPARKMAN. Does that slow down your production ? 

Mr. Brapsnaw. We have always got a machine down. I would 
say that our production with the equipment we have on order would 

nerease our output enough that we could reduce our deliveries t 
this one plant as much as 2 months. 

Senator SPARKMAN. Would it also help you to reduce the cost of 
producing 4 

Mr. Brapsuaw. Yes, very much so. 

Senator SPARKMAN. In other words, you would save both money 
ind time? : 

Mr. Brapsuaw. That is right, both w: ays, and here is the thing. 
We have gone out to get this equipment whenever we could get our 

hands ont it. to he nif in delivering the material. 


UO 


We even went to foreign markets and boueht foreign machinery. 
but you can’t even get that now because other compan les have found 
ut that some of that foreign market machinery is good, and Eneland 
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and various others have reached out and grabbed it and gobbled it up. 

Mr. Noone. Just one additional question, Mr. Bradshaw. 

You do have these priorities now. What is the schedule of delivery 
on those machines that you have ordered ¢ 

Mr. Brapsnaw. All the rated orders we have right at the present 
time for piping alone for plants with our present equipment we could 
not complete under 2 years. 

Mr. Noone. No; what I mean is when did the manufacturers tell 
you they can deliver these machine tools which you now have on prior- 
ity 

Mr. Brapsuaw. Some of them got dated April, May, June, and 
some as far as November of this year, but we constantly get dates and 
we constantly get these directives changing the dates. 

Mr. Noone. In spite of your directives, higher priority directives 
push your orders back, is that it ? 

Mr. Brapsuaw. Yes. I have had DO L's, which is supposed to be 
a very good rating on buying equipment, but I have here, which I 
think I have sup yphied » you a copy of, we have these directives that have 
come in which keep pushing our machine back. 

Here is one that pushes us back to May 1952, here is aonther one 
that pushes us back to November 1952, and another one that pushes 
us back indefinitely even though it still has a DO rating on it. The 
DO rating does not mean anything on the machine-tool market. ‘The 
biggest trouble on the machine-tool market—I can’t verify this state- 
ment by letter and I only wish I could, I wish I had brought it with 
me—Warner & Swasey during the last war built some 300 machines 
a month. They are now building and delivering some 300 machines 
a quarter, and they have suflicient enough orders to keep them busy 
until 1955. 

Senator SparkKMAN. You say they built 300 a month during World 
War IT and now it is Jess than 300 a quarter ¢ 

Mr. Brapsnaw. Yes, sir. 

Senator SpaRKMAN. Why? 

Mr. Brapsuaw. They just don’t want to build them, 1 imagine. 
They have got the material. 

They said it takes them a while to get the machine, the men, back 
into operation, but I imagine they are just a little worried, a little 
seared of the fact that they might wake up here like they did in 
148-49. 

Senator SparKMAN. Have some cancellations. 

Mr. Brapsuaw. With cancellations, and find themselves with a big 
production and not able to maintain that production. That is the 
only thing I can say for the reason. 

Senator SPARK MAN. Thank you very much, Mr. Bradshaw. We 
appreci: ute your coming before us. 

Mr. Canterbury, general manager of the 
of Rockford, Hl. 

Do you solemnly swear the testimony you are about to give will be 


the ier the whole t ruth and nothing but the truth, so help you God / 
Mr. Canrersury. I do. 


S.C. & L. Machinery Co. 
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TESTIMONY OF WILLIAM CANTERBURY, GENERAL MANAGER, 
S. C. & L. MACHINERY CO., ROCKFORD, ILL. 


Senator SparkMAN. Will you tell us what the S. C. & L. stands for? 

Mr. Canvrersury. It was at one time a three-party partnership and 
I am the only remaining one. ‘The initials.of the three parties. 

Senator SparkMAN. You have followed the manner in which the 
other witnesses have told us their stories. Suppose you proceed | 
the same manner or in any way that you see fit. 

Mr. Canversury. Immediately after the war these two ex-partners 
and I started a small machine shop, and we were engaged in the pro 
duction of clock parts; in other words, it was peacetime subcontracting. 
We were making around 4,500 mechanical clocks a day and about 5,201 
electric clock units. 

This may be a catch-up from the slack of the war, and after that we 
started patent proceedings on an electric tool which we finally got the 
patent on, and the partners left me, so I have been carrying on alone. 

And in our quest for subcontract work 01 - Government work, we 
have contacted the Office of Small Business in Chicago and a lot of 
the prime contractors that we have learned of through trade journals 
and the Department of Commerce bulletins, and invariably we are 
asked how many automatic screw machines we have. Well, we are lax 
there, so they don’t want to talk with us about any possible subwork. 

Now we have the facilities to t: ike care of second: ry oper tions. We 
have thirty-some-odd machine tools that are idle, that are small light 
manufacturing machine tools, so to us an idle machine is more or less 
like a horse, 1f it isn't working it is a hay burner, and so we are in a 
spot as to lack of work. 

Now we made an inquiry as to the possible lease of an automatic o1 
two from the Government pool, and we were informed that they did 
have them over in Dayton, Ohio, but for lease purposes only to con 
cerns having prime or subcontracts, and it was suggested that we line 
ourselves up firmly with a prime o1 subcontractor before making 
missions to the Air Force in Dayton. 

Well, not having prime or subcontracts, we abandoned the idea 
So we thought we would go to work and do the best we could on ou 
own little products, and we had another patent pending which we 
believe we will abandon because due to the cost of tooling ~~ trying to 
promote a volume of sales with the scarcity of materials, it is too much 
of a gamble. 

Now, today, we have some of these parts for our own product that 
are chromium plated. We have two parts of it chrome p lated, several 
thousand parts, but to do a job with chromium you require nickel, and 
nickel is on the scarce list, so consequently we are tied up on these units. 
We have a couple thousand parts here that we don’t know what we 
are going to do with. 

We are selling these items to mill-supply houses and have been 
selling them to some of the larger concerns like Caterpillar Tractor. 
du Pont, Chemical Works, and some of the suppliers to the atomic 
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energy plants down in Paducah, for example, and they have carried 
DO-2 ratings, but these orders are only drib orders, and if there is 
any possibility of extending those to get our plating and other parts 
that we need to go ahead and produce this thing and promote a little 
volume of sales on a small item—we don’t know whether we can ex- 
tend them or not, but we have got to get a quantity of anything, at 
least a thousand units or it is not worth while to start production. 

We have had some material such as copper magnet wire on order 
for several months and haven’t gotten it as yet, and we feel that we are 
just hard pressed for work. That is about what ours amounts to. 

Senator Sparkman. Is your plant closed down, completely ? 

Mr. Canrersury. More or less, yes. We had 48 people working 
there and I have got 5 now, and some of them only part time. At 
the present time we are engaged in some tool work on some plastic 
molding. 

We were going to make some more, but it is on another product 
that we have a pending patent on that we are going to abandon be 
cause we don’t think it is worth a gamble, although under normal 
circumstances we would go ahead with it. 

Resear SrarkmMan. Do you feel confident that if you had some 

tomatic screw machines you could get defense contracts? 

Mr Canvrersury. I believe we could have. Now I don’t know how 
the situation stands today. I had a talk with the industrial analyst 
of the NPA office last Friday, and he tells me they have a lot of 
machine-tool items in the area, machine tools such as automatics, 

Now, last fall the situation was “Ilow many automatics do you 
have?” and we made the rounds trying to locate some source of work. 
I have taken the industrial analyst with me. We have covered a radius 
of roughly 100 miles, which takes in Chicago, and to date we haven't 
been able to land anything. 

So far as we are concerned, we will take part in the defense effort, 
but if we could just go ahead with our own product we would just as 
soon go ahead with our own product. 

Senator SrarkMAN. But you are up against a real barrier there 
because you use nickel? 

Mr. Canterbury. That is right. 

Senator SparkMan. That is the thing you have the greatest trouble 
in getting, isn’t it? 

Mr. Cantersury. And copper. 

Senator Sparkman. Well you are continuing to try, one, to get 
the materials with which to continue your normal business? 

Mr. Canrersury. Oh, yes. 

Senator Sparkman. Or two, to get some kind of defense work; are 
you — 

Mr. Cantersury. That is right. 

Senator Sparkman. I just asked Mr. Noone if your business might 
come under the recently announced proposal for setting up a hardship 
kitty for certain scarce materials for those small businesses that are 
engaged in a single line of production, and he tells me that he has had 
the matter up or does have it up with NPA. 

I am sure that your case is typical of many cases just like it through- 
out the country. 

It is one of the things on which we have been working ver y hard in 
this committee to try to keep businesses like yours at least on a sub 
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sistence level until there is a let-up in the scarcity of the materials 
that are used, or until you can get into the defense picture. 

Mr. Canrersury. We would be glad to do defense work with the 
facilities we have, but in our quest for work we have run into this in 
the past, the lack of automatics. 

Now we have ordered no automatics, we have no priority of any 
type other than the MRO set-up, and the only way we can buy mate 
rials is with CMP ratings from the NPA, which 1s more or less a 
hunting license, and we have been informed by machine-tool dealet 
that delivery on automatics is roughly 2 years. 

senator SPARKMAN,. Llow much does one ot them COS 

Mr. Canrersury. Depending on the size, small single-spindle rut 


anvwhere from SY? O00, S3B.000 to S5.000, Thev are not a massive ma 


t¢ 


chine. The only ones we are interested Ili ts the smatis nele spi Lie 
type. ‘ 

Senator SparkMAN. Would that be useful to you im your normal 
production 4 

Mr. Canrersury. It could be: ves. 

Senator SparkMAN. In other words. it would not be a dead loss 
if you got it after the defense program let up! 

Mr. Canrerrury. No: as a matter of fact we have to go to someone 
with the automatic to get some of our parts made. 

Senator SparkMANn. Didn't you say you had been told that there 
are idle automatic screw machines in your general area ¢ 

Mr. Canvrersury. Yes, the NPA industrial analyst informed me, 
I guess his job is to keep in touch with the amount of machine tools 
or production capacity in the area. He has a lot of idle time in the 
area now even for automatics, which probably did not exist last fall 
when we were combing the country for some type of subwork. 

Now, last summer we attended the midcentral air procurement 
prime contractors show out at Navy pier and registered with every 
prime contractor, Maybe oul facilities did not fit their need. Some 
we heard from, some we did not. 

They claimed they will keep us on their list Ith CASE they. as one 
puts it—when the bottle gets filled up—they will call on us. But to 
date, our only trouble to date has been these automatics. 

Now, maybe with the automatics today there is an overload in our 
locality, I don’t know. Of course everybody, every small-business 
man has his financial troubles and we have kept our head above the 
water, although we have lost a little in the last vear. T would sav. 

We are not on the verge of bankruptey, it isn’t that. It is just the 
fact that we are going in the hole. Even with a small concern running 
as we are, our overhead, we still have ovel head, as every concern has 
a certain amount of overhead. For just a few people that overhead 
makes it a little rough. Now if we had it running at full capacity or 
even half capacity, that would help the overhead situation, so we have 
lost money in the last year. 

We haven’t given up hope, although it is getting dimmer. Some of 
these small businesses are what I might term pretty large businesses, 
but we are just a small concern that always had the idea that with in 
dividual ability and hard work and eood intentions. a fellow might 
make a go of something. 

That 1s what we started on, the proverbial shoestring, and we did 
all right while doing some work. We were doing O. K. until the ma 
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terial shortage, and the Korean war outbreak and things started to 
tighten up a little bit, and it hasn’t been easing up too much lately. 
Senator SparkMAn. Thank you very much, Mr. Canterbury. 
That concludes the hearings for this morning. The subcommittee 
will stand in recess until 10 o’clock tomorrow morning im this same 
room. 
(Whereupon, at 12:15 p. m. the subcommittee recessed to recon- 
vene Thursday, February 28, 1952, at 10 a. m.) 


ms 
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THURSDAY, FEBRUARY 28, 1952 


UNITED SraTEs SENATE, 
SUBCOMMITTEE ON MoBILIZATION AND PROCUREMENT 
OF THE SeLecr COMMITTrER ON SMALL BUSINEss, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:20 a. m., 
in the District of Columbia Committee room, United States Capitol, 
Senator Blair Moody (chairman of the subcommittee) presiding. 

Present : Senator Moody (chairman of eee ). 

Also present: Charles M. Noone, committee counsel; William D. 
Amis, investigator: and Frank U. Hayes, vice president, the Bullard 
Co., Bridgeport, Conn. 

Senator Moopy. Would you take the stand, please, Mr. Kanaar? 

Do you solemnly swear the t testimony you a about to give before 
this committee will be the truth, the whole truth, and nothing but the 
truth, so he ‘Ip. you ee ¢ 

Mr. Kanaar. Yes, si 


STATEMENT OF LOUIS KANAAR, CONSULTANT TO THE AIRCRAFT 
PRODUCTION BOARD 


Senator Moopy. Will you state your name and position, Mr. Kanaar? 

Mr. Kanaar. Louis Kanaar, consultant with DPA, 

Senator Moopy. What is your assignment with DPA ? 

Mr. Kanaar. | work with the Air Force on machine tools for the 
Various contractors 

Senator Moopy. You are working with Mr. Boyer, are you ? 

Mr. Kanaar. Yes. 

Senator Moopy. And what is your appointment with the Air Force / 

Mr. Kanaar. Machine-tool expediter, you might call it. 

Senator Moopy. In other words, you are trying to get more machine 
tools faster for the Air Force: is that right 4 

Mr. Kanaan. If possible. 

Senator Moovy. We are looking into this machine-tool question, 
as I believe you know, for the purpose of trying to do roughly the same 
thing you are trying to do, that is, get tools more rapidly and to see 
what has and has not been done toward that end. 

How long have you been on this job, Mr. Kanaar? 

Mr. Kanaar. Since the first of November. 

Senator Moopy. Will you tell us what you do, please / 

Mr. Kanaar. Well, we have a group of contractors requiring tools, 
iid all you can do is try to see what you can do to get them. 
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Senator Moopy. Will you give us the general status of the machine- 
tool program now, that is, are the manufacturers for the top-priority 
items getting their tools rapidly, or are they held up ‘ 

Mr. IK ANAAR. Well, for universal tool. the situation isn’t too bad. 
For a special tool or a tool that is commonly known as a special tool 
or a production tool, yes, it is critical. 

Senator Moopy. It is critical. Will you tell us about the situation, 

lease / 

Mr. Kanaar. Well, there is nothing more I can say other than it is 
critical for any special or production-type tool. 

Senator Moopy. What do you mean by “critical” 

Mr. Kanaar. They are not ready for immediate delivery. 

Senator Moopy. What do you mean by a “spec ial or production-type 
tool.” for the record ? 

Mr. Kanaar. A tool that is not used as a tool machine. A tool 
machine is universal tool, it is not a productive tool. 

Senator Moopy. By the way, em | vou mind stating for the record 
what vour backeround j is in tooling 

Mr. Kanaan. Well, when T was 15 years old T started serving an 
ap yprenticeship in Mus kegon. Mich.. which is my home. | fol} owed 
that through, worked for various concerns and spent 2 years on the 
west coast, with Lockheed in “40 and “41; 42, T went in the Army Air 
Force, spent 2 years there. 

Since that time I have been in the real estate business in Muskegon, 
and I handled machine tools during the last war with the Air Force, 
and Twas called back in the Government. 

Senator Moony. Your experience in the last war, combined with 
your experience in the machine tool industry, made you the natural 
person to turn to in this situation. 

Mr. Kanaan. Possibly. 

Senator Moopy. Or one of the natural men to turn to. 

Mr. Kanaar. Possibly. 

Senator Moopy. You say the situation is critical for precision tools? 

Mr. Kanaar. Production-type tools. 

Senator Moony. Will you deseribe the situation in the aireraft in- 
dustry. How long is the lead time on some of the tools 4 

Mr. Kanaar. What do you mean by lead time / 

Senator Moopy. Well, when will the tools be delivered ? 

Mr. KANAAR. Well, the lead time is how long you think -before a 
guy is going to need a tool, and you are asking me how long before 
he is folng to get the tool? 

Senator Moopy. That is right. 

Mr. Kanaan. ‘To answer your question, it can be anywhere between 
now and the middle of °53 or late “53. , 

Senator Moopy. On top priority items? On tools, say, for the high 
priority airplanes ? 

Mr. Kanaar. Oh. T wouldn’t say for a high priority airplane; no. 

Senator Moony. Well. what tools are being delayed until 19537 

Mr. K ANAAR. All] special tools. tools ths at are made to do one specific 
operation. 

Senator Moopy. Yes: T understand that: but tools for what type of 
an operation and in what aireraft companies, for example? 

Mr. Kanaar. Engine builders 

Senator Moopy. Engine | uilders ? 
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Mr. Kawnaar. That is one of them. Another would be a frame 


builder. . 
Senator Moopy. What engine company is being held up by lack of 
tools / 


Mr. Kanaan. Well. as far as the Air Force, the B-47 engine, which 
is GE right now. It has a top priority. 

Senator Moopy. Is that B-47 being held up for a lack of tools / 

Mr. Kanaar. I would say yes. 

Senator Moopy. Now, the engine is going into what airplane 

Mr. Kanaar. It is going into the B-47 and the F—S6. 

sSenawcol Moopy. BAT and the kK SO are about as lmiportant 
Anes As We have on order. 

Mr. Kanaan. They are top priority. 

Senator Moopy. And we are not getting engines fast enough so 
they can be built as rapidly as the frames can be built; is that correct / 

Mer. Kaxaar. We could stand more engines. They are not com 
ing out fast enough. 

Senator Moony. Is General Electric making the engines, all the 
/ 


/ 


engines 

Mr. Kanaar. Packard and Studebaker have also been licensed to 
make them. 

Senator Moony. Are they making them yet ¢ 

Mr. Kanaar. No. 

Senator Moony. Do thes have the tools to make them ? 

Mr. Kanaan. Not vet. 

Senator Moopy. So that all three of the companies that are licensed 
to make the B—47 engine are being held up for lack of tools: is that 
richt ¢ 

Mr. Kanaar. Yes: althought some of them are not seheduled to 
come In as vet. Studebaker isn't scheduled to produce until April. 

Senator Moopy. When is Packard scheduled to produce ¢ 

Mr. Kanaar. June. 

Senator Moopy. Is General Electric in production now ? 

Mr. Kanaan. They are at Lynn, Mass., ves. 

Senator Moopy. They are at Lynn, Mass.’ Is there a sehedule for 
production elsewhere? 

Mr. KK AN AAR. Al] these compahites have al schedule for production. 

Senator Moopy I mean is GE VYoiIng to produce mn Lynn only, or 
elsewhere / 

Mr. Kanaar. They are going to produce in Lockland, as well. 

Senator Moopy. Are they tooled up in Lockland ¢ 

Mr. Kanaar. They are being tooled now. 

Senator Moopy. Are they vetting the tools? 

Mr. Kanaan. Some. 

Senator Moopy. When will they be ready to produce in Lockland ? 

Mr. Kawaar. Oh, on a full production seale [ would sav maybe late 
this fall. . 

Senator Moopy. When will Studebaker be ready to produce ¢ 

Mr. Kanaar. In full production? Sometime next year. 

Senator Moopy. How about Packard ? : 

Mr. Kanaan. Sixty days later. 

Senator Moony. Sixty days later? 

Mr. Kanaan. Than Studebaker. 
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Senator Moopy. In other words, Studebaker has been given a pri- 
ority over Packard ? 

Mr. Kanaar. They are both the same; one has a starting point 60 
days earlier. 

Senator Moopy. Studebaker started before Packard ; is that right? 

Mr. Kanaan. Studebaker produces engines in April, Packard pro- 
duces the pilot engines in June. 

Senator Moony. Wasn’t there some discussion recently of increas- 
ing the order in Packard and accelerating the production schedule in 
Packard ¢ 

Mr. Kanaar. Not since the last schedule, I don’t believe. 

Senator Moopy. When was that? 

Mr. Kanaar. During the last 6 weeks. 

Senator Moopy. Have you discussed this thing with Mr. Gilmore of 
the task force, as set up by Mr. Fleischmann ¢ 

Mr. Kanaar. No. 

Senator Moopy. I know the task force had that particular thing 
under consideration. 

Mr. Kanaar. It is possible. 

Senator Moopy. Do vou feel, Mr. Kanaar, that the shortage of ma- 
chine tools is slowing down the product ion of engines that are needed 
for these two types of airplanes / 

Mr. Kanaan. Well, if you had all the special tools you needed, you 
could be producing with them. You haven't got them, so you can’t 
produce. 

Senator Moopy. That is another way of saying “Yes,” isn’t it? 

Mr. Kanaar. Well, possibly so. 

Senator Moopy. Will you tell us what you believe the reasons are 
that they haven't been getting tools more rapidly 

Mr. Kanaan. Well, that could be a lengthy reply. I don’t know 
as I am in a position to give you all the reasons. There are a few 
reasons, perhaps. 

Senator Moopy. What ones do you feel that you could give? 

Mr. Kanaan. The machine-tool builders weren't given an early 
enough start. 

Senator Moopy. Is that the only reason ¢ 

Mr. Kanaan. I think that is the prime reason. 

Senator Moopy. You were up in Bridgeport lately, weren’t you ? 

Mr. Kanaar. Yes. 

Senator Moopy. Will you tell us what you found up there at 
AVCO? 

Mr. Kanaar. I found that AVCO was doing a pretty good job con 
sidering the conditions under which they were working. "They haven't 
got all the tools they wanted or they ne ed to produce the parts they are 
working on, but they are cutting metal, using tool-room equipment, 
or whatever is necessary, plus some foreign- made machines. 

Senator Moony. What does AVCO lack, Mr. Kanaar? 

Mr. Kanaan. I haven't the details here. It is quite a few machine 
tools. 

Senator Moony. Well, will the present program fill the needs of 
the industry in meeting the present production schedules? Will the 
aircraft industry be able to meet its present aircraft production sched- 


ules or will they be put behind because of the slowness of delivery of 
machine tools? 
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Mr. Kanaar. I doubt they will be able to meet the present schedule. 

Senator Moopy. You doubt that they will? 

Mr. Kanaar. I doubt it. 

Senator Moopy. What are the most serious delays that you antici- 
pate—in what airplane? 

Mr. Kanaar. Well, as you go down your priority list. 

Senator Moopy. The whole ‘list 2 ? 

Mr. Kanaan. If your B-47 is first, or rather if the F-86 is first, if 
that is going to be held back, it is reasonable to presume that the B-47 
is not going to be out on time. 

Senator Moopy. So what you are saying is that the entire list is 
going to be behind time because of lack of machine tools; is that right? 

Mr. Kanaan. As far as meeting the scheulde, it may be; yes. 

Senator Moopy. What are the most critical bottlenecks in the ma 
chine-tool business? Why aren’t deliveries going faster ? 

Mr. Kanaar. Because of the type of tool that is involved. They 
are all special; they are not a standard lathe or a standard drill press; 
they are multiple spindles—tracer-type equipment. It isn’t standard 
equipment. 

Senator Moopy. Now, what have you done to increase production 
or is that your responsibility ¢ 

Mr. Kanaar. That is not my responsibility. 

Senator Moopy. Will you define a little bit more precisely what your 
responsibility it? 

Mr. Kanaar. Well, if we have a tool that is being delayed, we go 
down to NPA and see if we can better the condition—better the 
delive ry if it is ey: 

If i it isn possi ible, » e change the ideas, use another machine, if this 
one is coming out, if we can get some other type machine to do the job. 

Senator Moopy. In other words, you are a trouble shooter when 
there is a delay in getting the tools? 

Mr. Kanaar. You can call it that. 

Senator Moony. Good morning, Mr. Boyer. Would you like to take 
the stand with Mr. Kanaar / 

Mr. Boyer Surely. I don’t want to get too close to him. You 
might think there is collusion or something. 

Senator Moopy. I think that would be perfectly understandable in 
view of the fact you work together nearly every day. 

Do you sole mnly swear your testimony be fore this committee will be 
the truth, the whole truth. and nothing but the truth, so he ‘Ip you God ? 

Mr. Boyer. I do. 

Senator Moopy. We are very glad you are here. 

Mr. Boyer. I apologize for being late. 

Senator Moopy. That is all right. I will ask a few more questions 
of Mr Kanaar and then you can pick it up. 

How much will the B-47 and the F-86 be behind schedule as the 
result of this machine-tool shortage, Mr. Kanaar ? 

Mr. Kanaar. I don’t think that can be determined right now. 

Senator Moopy. Is it a matter of months. a few months, 6 months. 
or what 2 

Mr. Kanaar. T don’t think it can be answered. because different 
methods are being arrived at to work around any shortages that m: Ly 
exist. If we can beat it or meet it, why, we will try to meet it. 
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Senator Moony. That is your effort. That is what you are supposed 
to do: is that nght ? 

Mr. Kanaar. Yes. 

Senator Moopy When are you going to be getting—you said you 
would be getting B-47 engines in quantity in the fall; is that right? 

Mr. Kanaan. We are getting them now from Lynn, Mass. 

Senator Moopy. In quantity ¢ 

Mr. Kanaar. Yes, production. 

Senator Moopy. In other words, the Lockland plant, Packard, and 
Studebaker simply don’t have the tools to make it / 

Mr. Kanaar. They are getting the tools in now. 

Senator Moony. The ‘y are getting the tools now. Is that the main 
item that is holding up the production of B-47’s and F-86’s? If you 
could have a faster delivery of engines, would you then be able to turn 
out completed airplanes or would ‘there be some other bottleneck which 
is also holding it back? 

Mr. Kanaan [I think the air-frame production is coordinated with 
the engine. When you get the engines you get the airplanes. If you 
don’t get the engines you will get the airplanes but you will have 
eliders instead. 

Senator Moopy. That is fairly obvious, but what I am asking you 
is this: If you could markedly accelerate the delivery of m: achine 
tools and therefore of engines, would that mean that the production 
of finished airplanes would go up or would you then say, well, we 
can’t put them out because of another reason; we can’t complete the 
airplane ? 

Mr. Kanaar. You would probably get a few more airplanes. 

Senator Moopy. A few more? 

Mr. Kanaar. Yes. 

Senator Moopy. Why do you say only a few? 

Mr. Kanaar. Because your acceleration is not going to be that great. 

Senator Moopy. Your acceleration in what, air frames or engines? 

Mr. Kanaar. In engines. There is a tooling problem involved 
which you just can’t work around. 

Senator Moopy. That is because of the lack of machine tools: is 
that right ? 

Mr. Kanaan. T would not sav that. There is a lot of design and 
fixtures that doesn’t affect the machine tool itself. It is the fixture 
thiat woes on the tool. 

Senator Moony. The fixture, that is rieht, but it is a tooling 
problem ? 

Mr. Wanaar. It is a tooling problem. 

Senator Moopy. I realize that the term “machine tool” is sometimes 
used very loosely, and I was not using it in the technical sense then. 

Mr. Boyer, you have done a great deal of work on this. I would 
like to have you tell us. if you would like to, in your own way the 
status of this machine-too] program, if you will. 


TESTIMONY OF HAROLD R. BOYER, CHAIRMAN, AIRCRAFT PRODUC. 
TION BOARD, DEFENSE PRODUCTION ADMINISTRATION 


Mr. Boyer. I have given some thought to this, and in order to 
get the thing chronologically right, T have set it forth here and I 
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would like to start off by reading a pre pared statement, and then be 
glad to elaborate on any ; phase of it, to the best of my ability. 

Senator Moopy. Please go right ahead. 

Mr. Boyer. I have been told | 'v the legal profession that I should 
dwhnounce 1 hiubdhe, where ] caine from, ana what | ih dome dow) 
here. 

Senator Moopy. That is right. I should have asked you that. 1 
certainly would have if you had come in at the same time that Mr. 
Kanaar did. I forgot it mere 

Mr. Boyrr. My name is Harold R. Boyer, and I am Deputy Ad 
ministrator of the hatha Production Administration for Aircraf: 
and Chairman of the Aircraft Production Board. 

I took a leave of absence for 6 months from General Motors ¢ orp 
in duly of 1951, v here in happier days Lam the director of produ 
tiol enomeering. 

I have been asked by you, Senator Moody, to couument on the steps 
undertaken by DPA and NPA to solve the machine-too! program. 

Senator Moopy. That is right. 

Mr. Boyer. Now, IL shall confine miy Comme) ts to the relationsh | 
of the machine-tool efforts to the aireraft portio) of the defense 
program. 

Further, I shall discuss the situation during the period of m 
official stay because my knowledge of the events preceding July 1951, 
is somewhat fragmentary. 

Since shortly after the termination of World War IT. the an 
services had been developing imdustrial-mobilization program 
whereby majo. segments of Industry were stuclied and assiened 
matériel to be built in the event of an emergency. 

(renerally speaking, work the same or similar to that performed 
during World War II was assigned to individual plants and an est 
mate made as to the maximum production capabilities of ~— desig- 
nated plants. The summation of these maximum-production capa 
bilities constituted the master mobilization plan to be put in effect 
as soon as possible after the hy pothetical M aay. 

The Korean crisis } recipitated the adoption of a greatly modified 
mobilization plan in the form of a dual civil and military production 
program. ‘The military phase previded a rapid buil Iv | 


» &) M1 


f 
new planes and a produ ‘tive capacity to produce consi bly j 
excess of actual production under contract in event a total mobiliza 
tion should be required, 

This latter phase has loosely been referred to at various times as 
the over-tool portion of the program which got a little out of the pop 
ular scheme of thi nes because of the connotation of over-tool. It ther 
bee ame the insur: ance phase or the broadenin of t » base pr icy. 

Macl ine tools and equipment were not to be ii ie for this latter 
phase until all requirements for the production portion had been sat 
istied, and that is a policy whi Cc h remains 1n effect today 


l 
I 
] 
\ 
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Karly aircraft se ere 1 late 1950 and early 1951 wer 
1] i\ Oo yNION,. col hp rlete ly uli aly STC, Reearded as target se ech e 


they were the basis for determining machine tool and material 
as facility requirements. Certain Air Force schedules of that period 
which never received official sanction represented production peak: 
at least three times those of current schedules. \lso. the build up 
proauction was creatly accelerated ‘ompared Wit today’s eon 
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Senator Moopy. May I interrupt you, Mr. Boyer, to ask you, to be 
sure that we are clear on that, you say that the production schedules 
asked by the Air Force as late as early 1951 represented three times 
the present production schedule? 

Mr. Boyer. That is correct. 

Senator Moopy. You say they were not given official sanction. Do 
you mean by the Air Force itself or by higher authorities ? 

Mr. Borer. I would say that official Air Force, W ashington, may 
not have been cognizant of it but AMC at Dayton, that is, Air Ma- 
tériel Command at W right Field, was asking contractors to accept 
engine schedules and aircraft schedules on the basis of a master sched- 
ule, which in effect was approximately three times that which is cur- 
rently in effect. 

Senator Moopy. Now, when you say three times, Mr. Boyer, do you 
mean three times the volume, total over-all volume ? 

Mr. Boyer. By that I mean the number of aircraft to be produced 
per month. 

Senator Moopy. I see. 

Mr. Boyer. In other words, we have a present goal, production 
goal. 

Senator Moopy. On a monthly basis. 

Mr. Borer. Approximately, in the Air Force, of about 800 aircraft 
per month, to be achieved sometime during 1953. ‘The earlier sched- 
ules were for 2,300 or 2,400 per month, and to be achieved on a much 
more rapid acceleration than the current scehdules. 

Senator Moopy. When would the 2,400 have gone into effect ? 

Mr. Boyer. I can’t give you the exact month, but as I recall it was 
sometime early in 1953, 

Senator Moopy. How many aircraft did we make a month in World 
War IT? 

Mr. Borer. The numbers, I must point out right here, would mean 
nothing, because a great many of the aircraft produe ed in World War 
II were relatively simple aircraft compared with the type of equip- 
ment we are trying to build today. 

I might say, for example, to take the two extremes in the program, 
the small liaison plane, the L-19, is an article running something of 
the order of $20,000, whereas a B-36 is upwards of $ $3,000,000, Each 
one of those is one aircraft. 

Senator Moopy. I realize that it is a little bit like comparing an 
apple to a bunch of bananas to compare one aircraft to another, but 
nevertheless perhaps you could make a comparison of airframe weight. 
That might be more accurate. 

Mr. Boyer. Even weight is not a good comparison. Tf T recall cor- 
rectly, we reached somewhere between eight and nine thousand air- 
craft a month during the peak of World War II. I see General Wolfe 
is sitting there. He perhaps could verify that. 

Senator Moopy. The reason I was asking that question is I was 
wondering whether the original air-matériel schedules were too far 
out of line, since they seem to represent a considerably smaller number 
of aireraft than we actu: ly did produce during the Second World 
War. 

Mr. Boyer. It wasn’t the numbers of aircraft. It was the rate at 
which the number was to be achieved. Machine tools were not in sight, 
and T will endeavor to elaborate a little on that. 
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Senator Moony. All right; please proceed. 

Mr. Borer. I will repeat just for continuity here. Early aircraft 
schedules compiled in late 1950 and early 1951 were, in my opinion, 
completely unrealistic. Regarded as target schedules, they were the 
basis for determining machine tool and material as well as fac ility 
requireme nts. 

Certain Air Force schedules of that period which never received 
official sanction represented production peaks at least three times those 
of current schedules. Also, the build-up in production was greatly 
accelerated compared with today’s goals. The accomplishment of the 
earlier aireraft goals within a short-time period meant a machine- 
tool requirement far beyond the ability of the machine-tool industry 
to satisfy. 

Senator Moopy. Isn’t one of the questions, Mr. Boyer, whether the 
machine-tool industry should have been expanded and to what extent ? 

Mr. Boyer. Yes; I think that is a good question. 

Senator Moopy. Do you want to go into that now or do you want 
to defer that until later in your statement ¢ 

Mr. Boyer. Let’s defer that, if you don’t mind. 

Senator Moony. All right. 

Mr. Boyer. Existing tools were not adequate or satisfactory for 
new-weapon production. The tools of 1940 were unable to manufac- 
ture the armament of 1950, particularly in the aircraft field, where 
jet engines were supplanting the piston type, and subsonic and super- 
sonic aircraft were replacing the slower-speed types. 

Now, without implying that I am in any way responsible for the 
nape taken, it has been my observation that during my period of 

‘rvice down here constructive steps have been taken to provi de the 
new and needed machine tools under the leadership of various other 
officials responsible for that particular program. 

Senator Moopy. I think I should say for the record that this was 
ilso under your sponsorship. 

Mr. Borer. I did not want to imply that. Thank you. 

Has Mr. Bergstrom testified / 

Senator Moopy. Not as vet. 

Mr. Boyer. Well, he will vive to you in detail the constructive steps 
taken in the area oft celling prices, wage ceilings, pool orders, and so 
forth, that helped alleviate this situation. 

Senator Moopy. I might add in comment there, too, while I believe 
t number of constructive steps have been taken and the situation has 
been partis lly alleviated, one thing we are trying to find out in these 
hearings is whether the action has been enough and whether at this 
date there is anvthing that can be done to cut through : any bottlenecks 
that still exist in order to move up these programs, because, as you 
have testified, the schedules are now only one-third of what the Air 
Koree would have wanted them to be. While I am not saving that 
those schedules were or were not realistic, nevertheless they have been 
cut to a third, and they are still not going to be met, and the bottle 
neck appears to be machine tools. 

So that is the reason for the hearings, and I say that in no critical 
ense Whatsoever at this point. Tam merely pointing out that that 
is the basic situation, as Lam sure you well know. 

Mr. Boyer. Well, has someone indicaetd to you that this current 
~«chedule is not going to be met 4 
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Senator Moopy. Yes; Mr. Kanaar testified to that. 

Mr. Boyer. Well, of course, there again that is a matter of opinion. 
I feel that this is a good target schedule in the military sense, that 
it gives a goal to strive for, sort of liking hanging a wiener in front 
of ‘the dog. He can at least smell the wiener now. He couldn't even 
see it before with the or iginal so-called target schedules. 

Well, undoubtedly we will miss various “phases, facets of the sched- 
ule, but I think other facets are easily obtained, perhaps could number- 
wise make up for the deficits. 

However, there are a great many technical difficulties inherent in 
the program of transition such as we are going through, that all the 
machine tools in the world would ont satisfy, and I want to point 
that out in fairness to the staggering problem involved in the en- 
gineering. 

Senator Moopy. Oh, I realize that. 

Mr. Boyrr. We are in an entirely new field in trans- and super- 
sonic aircraft, and we are certainly in a new field in the jet engine. 

I might point out now that the tenth anniversary of the building 
of the first jet engine in the United States will take place sometime 
in March. Now, we have the piston engine which after 50 years 
of intensive research and development and the buil ling of tens of 
millions of automotive-type piston engines and many hundred thou- 
sands of aircraft engines, that we finally got to the point where it was 
tairly reliable. 

We knew that after it had been flown 600, 800, or 1,000 hours we 
could tear it down, and we could predict very accurately just what 
to anticipate in the way of replacements. You could almost. tell 
before you pulled it apart what you would find wrong in it, if anything. 

After we had reached that stage of reliability, shall we call it, along 
comes somebody who invents the jet, and we start off ona completely 
new track. The jet engine not only involves physical problems but 
it involves metallurgical problems, and in an area of research on which 
we had very little data. 

The NACA has built large eestablishments in Cleveland, in Cali- 
fornia, and other places for the testing of this jet-engine develop 
ment, and some of the engine producers have put in large test facilities 
to further this new article, so in 10 short years we are endeavoring 
to accomplish what took 50 years in the piston-type field. 

Senator Moopy. There is no question about that. Don’t you think, 
Mr. Boyer, that the very fact that the public is inclined to think in 
terms of a jet engine or a jet airplane as something that we can make 
eutomatically, is in a sense a subconscious tribute to our engineering 
and our power to produce? Because the public is so confident that 
there is no problem in any line that can’t be licked by American citi- 
zens and industry, my impression has been that a great many people 
just erase the problem in their minds and say, “Why haven't they 
solved that? Let’s go ahead and make a lot of them.” 

It seems to me that is a great tribute by Americans to America’s 
ibility to produce, 

Mr. Boyer. I think that is a very flattering tribute and in a large 
sense well merited, 

Senator Moopy. I believe it is well merited. 

Mr. Boyer. At the moment the Air Force and the Bureau of Aero 
nautics are striving to get better aircraft faster. I am sure that if we 
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had an eme rvency tomorrow that we woul | probab ly freeze on types 
il} production today, which we know will take the tenrperatures and 
the speeds and so fort 1, and rush those into being. 

However, we » being continuously spurred on to strive for better 
performance and ria life, less diflic ulty with the engines and the 
wireratft in flight, so we are not only ina dual economy making these 
things, we are sort of in a dual effort to bring up the standards and at 
the same time produce, because we don’t want to build too much stuff 





today knowing that it is obsolescent the minute it rolls out of the back 
end of the alreratt factory. 

Senator Moopy. And, of course, the very fact that you dlo have sort 
ofa half peace, half-war semimobilization, plus the fact that you have 
production sv hedules that may be changed, and tooling that may be 
changed because some genius at Wright Field or elsewhere thinks of 
some new ondevet that will make the engine better, is the sort of thing 
that raises hob with the schedule. 

I realize that and 1 want you to know this committee is not out to 
be critical on this thing. We really want to find out what, if anything, 
coun be done more than Is being done. 

And l realize a vreat deal has been done to get more tools and more 
rou faster, because the point of this, as I see it, is that the Rus 
Slans a re outproduch ne us on the fastest gat airp lanes, the vy have : a good 
any more h lighters, as you know, than W » have. | don't know per- 
sonally what their jet t bomber situation is. 

Mr. Boyer. Does anybody ¢ 

Senator Moopy. You may. I don't. 

Mr. Boyer. I don’t. 

Senator Moopy. But the fact is 1 think since our survival is depend 
ent on our being ahead of them, it seems to me that the most importat { 
thing facing the country is getting just as fast production as we pos 


SIDIV Cah W thout destroying OUT eCCOhWOMY. That Is the reason thi 
committee is going into this. Perhaps LT have interrupted you too 
long. Do you want to go ahead with vour statement ? 


BoYER. ‘Today the situation I am speaking again of machine 


more favorable, but muachine-tool che 


i] very in sele 
tive areas is still the vroverhnlneg factor in accomplishing the present 
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(ists Is vehnel | 
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aircratt programs, and 1 think that is generally true of the other seg 
ments of the entire defense effort. A vreat contributing factor to the 


current state of sheht relief from pressure on the machine-tool 


t} s the stretching out of the milit: n'y schedule 
senator Mi ODY. May l ask you thre re, Were the s hedules stret hed 


out because of the hiacl hine tool shortage or because of a budgetary 


tuation ¢ 

Mr. Boyer. That is rather an unusual question. 

Senator Moopy. | think it is a rather pertinent one. 

Mr. Boyer. The earlier reductions in schedules were due primarily 
to the realistic limitation or “doability” of the schedules. L am told 
threat — last broad cut was due strictly to budgetary mitations., ] 
othe ords, the Air Foree was told to reduce its budget by soni 
So b ‘1h On. 

Senator Moopy. If the budget had not been reduced by 89 b 
could the Air Force have made its goals ¢ ; 

Mr. Kanaar has testified that even with the reduced schedules 


97630 52 j 
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Mr. Kanaan. ‘There is a possibility we may not meet it. 

Mr. Boyer. In certain areas. 

Mr. Kanaan. That is right. 

Senator Mcopy. Even they may not be met. Now was that Sl 
tion due to a budgetary limitation or was it due to the fact that it w 
apparent that the schedules would not be met anyway ? 

In other words, could the Air Force produce and get faster produc- 
tion of the key planes that are vitally needed in Korea today and 

vitally needed to defend our country in case of an attack and to deter 
Red aggression, if the money were available? Could there be faster 
production ? 

Mr. Boyer. I would say that if the funds were available and proper 
emphasis was put on the machine tool situation, that a great many 
more aircraft could be built and a great many more engines could be 
built. Now if you are referring to the question : “could we get any 
more F-86's”? 

Senator Moopy. I certainly am. 

Mr. Borer (continuing. Which is commonly known as the “MIG 
killer,” that situation could be alleviated to the point where more of 
the B’s—when you talk about F-86’s, remember there are four or 
five models. 

Senator Moopy. Several models, that is right. 

Ir. Borer. And the D is the new model which is currently going 
into production and which, of course, has a new engine with after 
burner and a lot of radar control mechanism in the nose of it. There 
are some shortages in the areas of GFP, which stands for Government 
furnished product, but if we had to get more of the type that are 
fichting in Korea today and we are willing to accept those as the 
best aircraft that ae could build, I am reasonably confident that 
within a period of a few months we could go back into that and 
make more of li aircraft if it was necessary to do so. 

As far as 84’s are concerned, we could get many more of those if 
we wanted to. 

Senator Moony. Couldn’t you get F-86’s in one plant and tool 
up for the more advanced 86’s in another plant, or is that being done? 

Mr. Boyer. That is being done. 

Senator Moopy. That is what I thought. In other words, what 
you are saying is that you can get more 84’s and more 86’s of the 
present type of which we are short if you would step up production, 
if the money were available, is that right ? 

Mr. Borer. Yes. I might point out that an air foree—and I want 
to again say, in case anyone has the impression that I am an expert 
on air tactics or composition of air forces in being, I certainly am 
not, but I know just enough about it that great numbers of certain 
types of aircraft are practically useless without the supporting air- 
craft which are necessary to be used complementary to that type of 
aircraft. 

Senator Moony. Oh, of course. 

Mr. Borer. In other words, we have cut back the C-119 schedules 
terrifically. Fairchild, for example, at Hagerstown is running “under 
wraps.” They could produce a great many more aircraft in the 
facilities that they are in today. 

I don’t know what good a lot of C-119’s would do unless there was 
some specific use for them, because it would ce rtainly be wasting the 
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taxpayers’ money to build a lot of those and have them in storage 
some place. 

So all the phases of the program have to be in balance, shall we 
say, in order to have an efficient Air Force. 

Senator Moopy. I might add on these C—119’s that are being turned 
out at Willow Run, I am informed by Mr. Kaiser, that they could 
turn out those at a much faster rate, but they have the same answer 
from the Air Force. 

It has been my impression that the production of fighter aircraft 
needed now in Korea could be ste »pped up if there were adequate appro- 
priations to step them up. 

[am not saving there isn’t some waste in the military budget, but 
[I think that the : appropriations have been cut down toa ‘degree which 
s deterr Ing the production of aircraft that are needed now. 

I might say for the record that I realize there is a budget problem. 
The Budget Bureau, the President, and, of course, the Congress have 
that problem, but IT suggest that the timing of production be handled 
from the military standpoint, and the fiscal side of it be set up as a 
»- or 6-year fiscal package, in which the ‘Stance of the budget at 
the present rate of taxes, would be done in 5 years or 6 years instead 
of 1 year, so that we could step up this production now. 

It. does seem to me that we are leaving ourselves unnecessarily vul 
nerable for an unnecessarily long period of time. 

Mr. Borer. I think there is a lot of truth in what you say. 

senator Moopy. Would vou like to proceed, please, | wonder if 
[ might be excused just fora moment, Mr. Boyer. 

Mr. Boyer. Do you want me to proceed ¢ 

Senator Moopy. If you would not mind, just wait a moment. 

(Short recess taken. ) 

Senator Moopy. Will vou proceed, ple: Mr. Boyer. 

Mr. Boyer. TI will repeat a sentence to en bk up the continuity. 

\ vreat contributing factor to the current state of slight relief from 

pressure on the machine-tool industry is the stret hing out of the mil 
tary schedules, 
\ireraft schedules were adjusted downward several times during 
e last half of 1951 on the basis that it was not possible to accomplish 
them from the standpoint of available machine tools aed other faci] 
ities. And because technical difficulties in the design and production 
of these new type aircraft had not been solved 

Senator Moopy. They were adjusted downward from 2.400 a month 
to something more than S00: is that correct ? 

Mr. Boyer. Yes. 

Senator Moopy. Where were they adjusted to, do you remember 
that figure ¢ , 


Mr. Boyrr. Air Force, it is about 850, but what is more important 

the fact that the peak production capacity, monthly capacity, was 
shoved farther into the future, thereby permitting the requirement 
date on delivery of many machine tools to be stepped forward as much 
as 6 months. 

Senator Moopy. What has happened here is we have simply in 
‘reased our gamble: isn’t that meht 7 

Mr. Borer. Exactly, either that or the odds, whoever makes the 
odds, were pulled down in favor of the emergenc y. 

Senator Moopy. I don’t quite get vou. 
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Mr. Boyer. What I am trying to convey is that things don’t seen 
to be so tough as they were a year , from the international stand 
point. 

Senator Moopy. I hope you are right about that. 

Mr. Boyer. I hop ve SO, LOO. 

The establishment of new dates for accomplishing the delivery of a 
number of aircraft needed or deemed necessary for our defense has 
resulted in lower production peaks and has spread out the demand for 
machine tools to the point where certain types are fairly available. 
On the other hand, many companies are still quoting from 6 to 18 
months’ delivery on certain types of tools. This condition will prevail 
as long as we support a defense program. 

We are going to need new weapons not yet planned for in this pro 
gram, and ahead lie vast machine-tool purchases to accomplish the 
broadened base insurance policy. None of these have been placed 
on order. 

Senator Moopy. I was just going to ask you whether that insurance 
policy has even begun to be activated yet. 

Mr. Boyer. No; it has not. It is only in the planning stage, be- 

‘use unless somebody is cheating, no one hi: as any machine tools in their 
plant for the so-called insurance phase of the program. 

Senator Moopy. And there are important tools that are 6 to 18 
months behind, as I understood your statement a moment ago. 

Mr. Boyer. In some instances it is not even possible to vet promise 
Gate fox seaenehe tole Train nome machine-too, haniders. They won't 

give you any ‘ definite promise date. 


Here is what you are up against. A manufacturer has a jet engine, 
we will say, to build, and my is supposed to build his first engine in 
July 1952 and he will build 5 in August, 10 in September, and so forth, 


on up to whatever his capacity may be, 200, 500 a month. 

Ie calls up the XYZ machine tool builders and says, “When can 
I vet delivers on such and such a machine?” They will say Jan 
uary 1955. 

These master mechanics are rather tough guys. He will probably 
say over the phone, *The hell with you, I have got to be cutting metal 
on that and build engines in 1952. I will get it somewhere else.” 

That accounts for the fact a lot of the order boards don’t reflect the 
full number of machine tools that are needed, because these master 
nechanics to whom a schedule is law in most high-preduction outfits, 
won't accept a delivery date beyond the date which they actually need 
the machine to cut the metal to produce the part according to that 


Senator Moopy. So, as I understand you, Mr. Boyer, what you are 
Bic perg Rt aanr lip nae abeeenme mae die i gnc a Apaman deel 
on the list to be orde red bec: tus e they cannot be delivered on schedule. 
und the peop je looking for them are still looking: is that right ¢ 

Mr. Boyer. Well, ap parently, because some of them are on ordei 
oards with no promi Po 

Now, as of February 5—I had better tell you that this is a General 
Motors outtit, because somebody will find it out eventually anyway. 

Senator Moopr. I fail to ses how anybody could possibly invite you 
down here to contribute to this effort and then expect you not to deal 
with General Seiten. which made a tremendous number of things 
during the Second World War. It seems to me if you did not dent 
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with General Motors, you would be derelict in what you should do. 
Mr. Boyrr. I think vou understand my position in it, Senator. 

Senator Moopy. ()f course | do. 

Mr. Borer. Now. in the J—-65 Sapphire engine, which is not on the 
<o-called high urgeney list—and this is what happens to all machines 
or all engines rather that are being built which are not in the high 
iIngency. 

They may have a satisfactory promise date today: tomorrow that 
same date is probably kicked out the window and they have sur- 
rendered their machine to one of the higher urgency category, so the 
fact you have a delivery date firmed today in any other than the so- 
atled brickbat urgency list. those are pretty well frozen, but anyone 
outside of that, and there are about a thousand compared to S or 10 
vhich are in the hieh urgency standing. anvone of those are subject 
to a complete shuffle and cannot be counted on. 

Now, on this engine there were 1,198 machines in the pilot line 

Senator Moopy. Excuse me just a moment, please. 

(Short recess. ) 

Discussion off the record. ) 

Senator Moopy. Do you want to go ahead? Tam very sorry for 
the interruption. 

Mr. Boyer. I was about to indieate the status of the tools for the 
pilot line of the J—65 engine in the General Motors Buick Division in 
I lint. 

Now, a pilot line, the philosophy of which is one of each tool neces 


sary to produce ra complete engine ora complete i sembly for Which 


the contractor has a contract to build. Generally speaking, it isa bare 
minimum of tools theoretically to do the iob, and in this case it hap 
pened to be 1.198 tools. incidentally, out of a total of DOYS that are 
necessary to build this particular engine 

Senator Moopy. 1.198 tools out of what / 

Mr. Boyer. 5.528 that will ultimately vO Il 

Senator Moopy. The 1.198 will be enoueh tor a pilot hne: moht ? 

Min. Boyer. 1.198 in this instance is the pilot line. 

Senator Moopy. This is the J-65 being built by what company 4 

Mr. Boyer. Buick. This is typical. Of the 1.198, 476, the tool 
promises as of February 5, were adequate, In other words, they were 
promised to be delivered on time: 163 were not s itisfactory. , 

In other words, the delivery dlate promiused Wits bevond the date 
which Buick had set as necessary to receive the tool, to install it in the 
he-up to cut the metal in sequence, 

senator Moopy. In other words, to make the pilot model on time / 

Mr. Boyer. On schedule. There were 259 tools on which the manu- 
facturer would give no promise. 

Senator Moopy. Doesn’t that add up to a situation where there 
ertainly ought to be a very sharp stepping up of those things as far 


is possible ana the bringing in ot new sources of produ tion 


Mr. Boyer. IT would strongly recommend that 1f vou really want to 
vet some expert testimony On) this subject, VOU ¢ il] in the purchasing 
ments or the master mechantes or process enevmeers ot an manutae 
turer of aircraft or engines in the program. They can tell you first 

ind their difficulties in getting the machines which they need. 

I want to point out, as L will later, that that isa spotty requirement. 


{ertan types of tools, to use the expression, are LimoOst “running out of 
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our ears,” and you will find reports of committees who have gone 
around say ing the ‘vy saw 50 or 75 tools sitting idle in some body’ Ss plant. 

They are the tools they did not want anyway and they were shipped 
way ahead of schedule probably, not that there aren’t some people 
hoarding tools. I wouldn't begin to give anyone that impression. 

Senator Moopy. Give anyone a clean bill of health on that. 

Mr. Boyer. You can have five tools in a particular line-up, and if 
the too] for the first operation is not there and you can’t jury rig 
around it, those other four tools are no good. At least, they can’t be 
used until the tool on the first operation has done its work. 

Senator Moopy. For your mformation, Mr. Boyer, we plan to do 
precisely what you suggest in the field. 

Mr. Boyer. Tam merely passing along to you the information that 
those people have given me and which I have observed in my trips 
through the various plants. 

Senator Moopy. What do you think ought to be done about this, 
Mr. Boyer? 

Mr. Boyer. If 1 knew the state of urgency which exists interna 
tionally, I could tell you better. It is like an insurance policy. How 
much insurance do you carry and is it worth the premium’ Every 
vear you live, you have thrown life insurance premiums down a rat- 
hole. 

Senator Moopy. If the program that we have embarked on makes 
any sense at all—and I think it certainly does—it seems to me that 
what we have said here as a national policy is that we have to get suf, 
ficient. military strength to deter the Russians from aggression. 

Now, we have said in effect we don’t have adequate strength, or the 
strength we feel we should have now. 

Mr. Boyer. We had a timetable at one time. Now, that timetable, 
the clock has been rolled around. The timetable is much more elastic 
now. IT don’t know who set the first one or who set the second one. 

Senator Moopy. The timetable we had before, wasn't that supposed 
to be the timetable on which we calculated the vreatest period of 
danger of attack / 

Mr. Boyrr. I think that was the best judgment of the people who 
made that determination at that time. 

Senator Moony. And then the timetable, because of varying reasons 
has been rolled back so that if you put those two facts together you 
will find that the present timetable does not call for adequate pro 
duction at the period which had been calculated as the period of 
greatest danger; is that correct ¢ 

Mr. Boyer. I think that is a fair statement, if I understand it 
correctly. 

Senator Moopy. IT want to be sure that vou do. What I mean is 
that our military experts, presumably the Joint Chiefs of Staff, 
calculated that our greatest period of danger would be at a certain 
time, and we would need certain things at that time to make 3 
unprofitable—— 

Mr. Boyer. I can recall 3 years ago 1952 was the year, but ap- 
parently this is not the year. 

Senator Moopy. Well, I certainly hope it is not the year. 

Mr. Boyrr. I do, too. 
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Senator Moopy. I question the entire procedure of stretching this 
thing out beyond the timetable of probability of the greatest danger. 
I realize that is not our responsibility to set the police vy, of course. 

Mr. Boyer. Of course, you realize that the Air Force gets only a 
certain percentage of the tools as they become available, and that 
is right across the board. 

It might be well if you are as ardent an air supporter as I am, 
to consider taking some of those tools and putting them where they be 
long in the Air Foree end of the program and letting the relative 
urgency of the others drop back a little bit. 

Senator Moopy. Are you saying, Mr. Boyer, that the relative 
urgency has not been properly worked out as between the three 
services / 

Mr. Borer. It has been worked out according to a formula. The 
Air Force gets approximately 5), or 36, or 5¢—I forget what it is 
percent of the tools of any given category in any given month. 

Senator Moopy. Do you mean to say that— 

Mr. Boyer. That is determined by the Munitions Board. 

Senator Moopy. Do you mean to say that there is no rating of 
urgency as between an aireraft priority and a naval or Army priority 

Mr. Boyer. Only in the case of the high urgency standings 
known as the brickbat list, in which case an aircraft engine, a 
given aircraft engine has an overriding priority for the tools neces- 
sary to accomplish that project. 

By the same token there might just as well be one in there on 
ammunition or tanks, and as far as the urgency standing is concerned, 
if you look down through the 275 things that have been classified, 

somebody apparently flipped a coin to see who got the first draw, then 
it comes Air Force, Navy, Army, Air Force, Navy, Army, right 
down through the whole list. 

Senator Moopy. That is just dandy. Go ahead. 

You were saving, Mr. Boyer— 

Mr. Boyer. I forgot what I was saying. 

Senator Moopy. | haven't. You suggested to the committee that 
they get in some of the master mechanics and the purchasing agents 
of these manufacturing plants, and we do intend to do that. We are 
going into the field whenever we get a chance to do it. 

We may have to bring them to Washington, but if possible there 
will be fewer people to travel if the committee goes into the field. You 
had just described Buick’s difficulty in getting 1,198 tools. 

Mr. Boyer. I just tossed that in as typical of one outfit, because I 
happened to have a very detailed report every month on a number of 
them, and that happened to be one which gave the statistics ina manner 
which is easily presentable. 

Senator Moopy. That is merely for the pilot model of this engine; 
right ¢ 

Mr. Boyer. Yes. 

Senator Moopy. And before they can really make the engines in any 
quantity, they have to have 5,528 tools? 

Mr. Boyer. That is the ultimate number of tools required to ac 
complish their schedule. 

Senator Moony. For full production ? 

Mr. Boyer. Yes. 
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Senator Moopy. Now, when is full production caleulated, or 
scheduled rather, and what was the pilot model ? 

Mr. Boyer. That schedule started out about a year ago at 1,200 a 
month. It was cut to 800, then to 600, now to 200. 

Senator Moopy. Is the 1200 a month the Wright Field estimate 
that you were talking about before ‘ 

Mr. Boyer. Yes, and the overtool capacity was a thousand ad- 
ditional. In other words, they laid out facilities to put a roof over 
machine tools on the basis of 2,200 engines a month. 

Senator Moopy. That is the stand-by plant program ? 

Mr. 30YER, Yes. 

Senator Moopy. And now the schedule has been cut to 200 a month ? 

Mr. Borer. Yes, 

Senator Moopy. Is that because this engine is not going to be used ¢ 
Are they cutting back the schedule of aircraft in which this engine is 
voing to be used / 

Mr. Borer. Yes. 

Senator Moopy. Is its relationship to the entire air program going 
to be reduced? TI mean, has this become an obsolete airplane? 

Mr. Boyer. It is a part of the shrinkage of the over-all program. 

Senator Moopy. Is it just a part of that or is it obsolete ?, 

Mr. Boyer. The airplane has not been built yet. only the prototype 
of one aircraft has been built in which this is going. 

Senator Moopy. Whiat is this aircraft we are talking about ? 

Mr. Boyrr. The F-S4, is one. The other is the Canberra twin- 
engine bomber which was to be built by Martin at a considerably 
greater schedule than that now envisaged. 

Senator Moopy. Is the reason for cutting back this engine schedule 
because the airframes cannot be gotten as fast? Mr. Kanaar testified 
earlier that the usual hold-up, the usual delay was not because of air- 
frames but because of the engines in these high priority airplanes. Is 
that rieht? 

Mr. Borrr. Generally speaking, the engines are the controlling 
factor in the building up of the schedule. Now that is unlike the situa- 
tion we had during World War IT when it was the ability of the air- 
frame manufacturers to step up their production, 

We never had any aircraft on the ground waiting for engines in 
World War IT, with one notable exception that T can recall. That was 
the B-29, and again the engine was not ready to go into that aircraft 
and the — that built it did not want to put it in, but we had a 
lot of gliders sitting around at Wichita and the Air Force. at that time 
the Army Air Force, decided that they had to take a calculated risk 
and put an engine in which they knew was not perfect, but the aircraft 
had to fly because it was the one which we were counting on to bomb 
Japan. 

Senator Moopy. The point Tam making here is this. This cut-back 
of the engine schedule from 1.200 to SOO to 600 to 200 is not beeause of 
anadjustment in production schedules due to lack of airframes: is that 
correct / 

Mr. Boyrr. Th: if was presum: ably due to just a lack of requirements 
for the engine as the schedule jelled and as the airframe requirements 
were ironed out and as the funds were available. 

Senator Moopy. In other words, they have cut the program back. 
The point I am making here is they are not cutting back the engine 
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schedule to be phased properly with the airframe schedule. They are 
cutting back the engine schedule for a different reason. 

Mr. Boyer. The way you determine the number of aircraft engines 
is to calculate them from the airframe requirements. 

Senator oes Yes, | understand. 

Mr. Boyer. If it is a twin-engined airplane, you mai utiply by two. 
Then you add a certain factor for spares, and so forth, You determine 
the airframe program first and from that you determine the engine 
rogram. 

Senator Moopy. I understand that, and perhaps I put it badly. 
What I meant is it is not a lack of airframes. They could make more 

irframes, is that correct, at a faster rate than this schedule calls for ? 

Mr. Boyer. Oh, ves, there is no reason why they couldn't make, 
assuming they could liek sole of the techni nl citi ities That are pres 
ent in all of these Hew latest type of aircraft, the B-t7, which is a 
notable example, and the re are ian in the program. 

Senator Moopy. The bottleneck is the engine rather than the an 
frame: is that right ¢ 

Mr. Boyer. That is right. 

Senator Moony. If you could find where vou stopped reading you 
statement, perhaps | you might continue. 

Mr. Boyer. The establishment of new dates for the accomplishing 
of the delivery of the number of aircraft deemed necessary for our 
defense has re sulted in lower production peaks and has spread out the 
demand for machine tools to the point where certain types are fairly 
available. On the other hand, Many companies are still quoting trom 
6 months to 18 months delivery on certain types of tools, mostly special 
types. 

This condition will prevail as long as we support a defense program. 


t 
Weare VOINY to need ~ Ww weapons hot vel planned for im this program. 
\head lie Vast mii hy he-t¢ | purchases to accomplish the broader ed 
base insurance policy. Ahead also lies the production of stvled supe 


jet engines in the 10,000 pound thrust and up class. All of these 
are axial flow. mult Istage ¢ Ollpressor t\ pes. 

Currently, the smaller axial-flow engines embody forged aluminum 
COMMPLPessor wheels 1 the WIApOrItY of the staves. These so-called 
superjets will not only have more stages and bigger compressor 
wheels, but they will ne made of forged steel which requires foun 
times, approximately, the machine capacity for aluminum. 

We all hope that we will have the time to accomplish this program 
at current and planned machine-tool production rates. It is recog 
nized that we are assuming a risk no matter how fast we proceed, 
and I am sure that in retrospect, future critics will be able to submit 
that we acted too fast, wasted untold billions in order to attain a 
Military Establishment which never fired a shot in combat. 

The same critics will be just as eager to condemn a policy y of to 
little too late in the event we are subject to sudden attack and find 
ourselves not fully prepared. 

Senator Moopy. I am very glad you said that, Mr. Boyer, parti: 
ularly the first part, because I think that if by the expenditure of 
what we are undertaking now both in dollars and in resourees we ean 
prevent the firing of a shot, then the policy will be completely success 
ful. It is only if we ever have to use this stuff paradoxically that 
we will have failed in the program. 
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Mr. Boyer. Well, I hope we never have to fire a shot, as far as I 
am concerned. 

Senator Moopy. The same here. 

Mr. Boyer. Now, as far as Lam concerned, it is not within my prov 
ince to call the shots on the international situation. It is my job to 
correlate an effective aircraft program to the best of my ability. 

On the general theory that every day’s delay involves risk, the 
sooner the aircraft industry gets its facilities in being the better will I 
feel about the situation. 

For the sake of emphasis, I say to you again the machine-tool prob- 
lem will always be the little door through which the defense program 
in any new phase must pass, and that this situation will probably ob- 
tain through 1953, at least. In the event of an all-out war in the near 
future, the current and planned capacity of the machine-tool in- 
dustry would have to be greatly accelerated. 

Senator Moopy. Say that again, please. 

Mr. Boyer. In the event of all-out war in the near future, the cur- 
rent and planned capacity of the machine-tool industry would have 
to be greatly accelerated. 

Senator Moopy. You mean the capacity would have to be e xp anded 
rather than accelerated, don’t you ¢ 

Mr. Boyer. Expanded, or their production rate accelerated, which 
issaying the same thing, I think. 

Senator Moopy. Yes. 

Mr. Boyer. Because presumably they are putting out every tool 
they can now with their facilities, and to get more a they would 
have to subcontract and expand or let somebody else build them. 

Senator Moopy. And obviously if the production schedules in time 
of war would be much greater, and we can’t get the machine tools we 
need to meet the present schedules, then there would have to be a 
great expansion of the industry; is that correct / 

Mr. Boyrr. I am quite certain there would. Certain types of tools, 
of course, you will get a great number of these tools from the all-out 
mobilization where all peacetime hard-goods production has stopped, 
but the types of tools that you will get from American industry even 
in face of total shutdown and conversion to al-out war in many aspects 
are not applicable to the type of teols that we need to build jet 
engines, and I am speaking particularly of the axial flow type of 
engines. 

1 would like to just conclude with this statement. The maintenance 
of a strong and healthy machine-tool industry, operating at levels 
greatly in excess of its operation in July 1950 is indispensable for 
national security. Future action by the Congress to assure this situ- 
ation would be a welcome insurance for the future of this Nation. 

Senator Moopy. I think that is an excellent statement, Mr. Boyer, 
and I would like to ask you what steps are now being taken by the 
CGrovernment to insure that expansion. 

Mr. Boyer. The expansion or the protection that the machine-tool 
industry needs? They need to be given some protection, 

Now, for example, let’s contrast briefly the situation which faced 
the machine-tool industry going into World War IT and that which 
we found at the time of Korea. Prior to World War IT, as far as 
our entry into it is concerned, the machine-tool industry in the middle 
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thirties was given a considerable shot in the arm or impetus from the 
buying by European countries girding for the coming war, and the 
industry was on the upswing. 

It was going against the trend of ee business, which was 
more or less in the doldrums, particularly in 1938, but the machine- 
tool industry was definitely on the panei 

Now, it is much easier to take hold of a situation like that and build 
it up. They had never heard of price ceilings at that time and re- 
negotiation had not been thought of, and all of the pitfalls that they 
encountered at the conclusion of World War II they still remembered 
when they started in this program, and also they have had a very 
tough time since 1945 or the end of the war. They vot a little shot 
in the arm again from automotive retooling and other situations 
similar to that. 

Senator Moopy. I realize that it is a feast and famine industry. 

Mr. Boyer. That is right. 

Senator Moopy. And there must be something developed to stabilize 
it. 

Mr. Boyer. Also they had thousands of these tools hanging over 
their heads that War Assets sold at 10 cents or less on the dollar 
picked up by people, and they were available for anybody’s bid, and a 
great deal of the reconversion program was accomplished by means 
of these war-surplus tools. 

I feel very strongly that Congress should do something to insure 
that the tools which the United States Government is buying for its 
own account and putting into these plants should be kept off the 
market and in the hands of the Government for a period of at least 
10 years. The greatest insurance factor this country could have, 
would be those tools held in its own reserve which would not depress 
the industry. 

I think that is one of the great worries of the industry. It certainly 
would be mine if T were running a machine-tool plant. 

In other words, what we are asking them to do in ee is take about 
a normal 10-year market demand, contract it into about a 214 or 3-year 
period, and in order to accomplish that, triple or wane le their 
production, and after they have built all these tools we need, what do 
we do? There is the end of the market and what do we do, give them 
a leather medal or a scroll “Well done, boys,” or what ? 

Senator Moony. Isn't the policy of the Government now, Mr. Boyer— 
I am speaking now of the long-term policy of the Government—con 
siderably more foresighted than it was at the end of the Second World 
War? At that time we did dump tools. 

Mr. Boyer. We don’t have any assurance we are not going to do it 
igain, Senator. That is the point Iam making. 

Senator Moopy. I think you have made an excellent point, but 
isn’t it a fact that the program that Mr. Wilson has now embarked 
upon, the so-called parallel-plant program, is going to require the keep- 
ing of a great number of production lines in either stand-by status 
or in a low level of operation during a period of tension that may last 
for 10 or 20 or 50 years? 

My understanding of the program, the long-term program, is that 
we not just build up the force that it is calculated we need now, and 
after we have done that, quit. Isn’t the program to build these plants 
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and keep them in parallel stand-by condition and wouldn't that require 
that we keep the tools ¢ 

Mr. Boyer. Yes; but ve is nothing definite as far as I know. 
There may be, it may jus t be due to my ignorance, but I don’t know 
whether the period is 5 years, 10 years, or 2 years or what assurance 
industry has that we are going to kee aitlaes plants. 

| don’ t know of any definite per 10d that has been determined by the 
President or Congress. As long as Mr. Wilson is here he can prob 
— hold them in that condition, but to me that is no delinite assur 

ice that 3 years, 4 years hence some economy Wave is not going to 
ets the country and say, “Well, what are we doing with all those 
tools in surplus‘ They are getting obsolete. We have to pay storage 
onthem. Let’s sell them and get rid of them. 

I doubt seriously if all the moneys we took in from the tools we 
sold last time paid for the administration of the mere act of selling 
them. They suv we got 10 percent, 15, 25 percent on those tools, 
but that is the gross, not the net. 

Senator Moopy. Not only that. but the Congress ordered that these 
tools and other war materials be liquidated. 

Mr. Boyer. That was a great mistake. Of course, that is Monday 
morning quarterbacking, but I came back and testified that we do just 
that thing, keep them. 

Senator Moopy. I was just going to say that you as a witness before 
committees and Tas a columnist at that time were protesting against 
that procedure. 

I might point out that after failing to take a foresighted view on it, 
some Senators are now investigating the gentleman who bought. in the 
tools that the Government was trving to sell at that time. 

While I am not underwriting all of the practices that took place 
as the result of those sales, I cert: ainly think that the failure to have 
a policy such as you now describe is basically at fault. Well, now, 

what you have said here, Mr. Boyer, as ] understand it, is that we 
need machine salle much faster than we are getting them. 

Mr. Boyer. In certain categories; yes. 

Senator Moopy. In certain categories, if we are to begin to meet even 
reduced schedules: is that correct 4 

Mr. Borer. Yes. 

Senator Moopy. What shall we do about it? Assuming the Con 
gress would take some means of stabilizing the machine-tool industry 
so that their natural concern for their solvency after the mobiliza- 
tion has been completed, if that factor were removed, what action do 
you believe should be taken ? 

Mr. Boyer. State that again. 

Senator Moopy. If Congress should take the action that you sug 
or * stabilize the machine-tool supply after the war so that the—— 
My. Borer. | don’ think they have to give any goal to the machine 
tool industry. All thev have ot to do—when I say “ooal’ ‘7 mean it 
very loosely. They don’t have to subsidize. They are perfectly able 

to take care of themselves. 

Senator Moopy. You say simply don’t dump them— 

Mr. Boyer. You can’t cope with the dumping on the market of 
tens or hundreds of thousands of machine tools at 10. 15, or 20 cents 
on the dollar. No industry could survive a blow like that. 
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The No. 1 thing, as I see it, is to insure—I am sure that a great many 
machine-tool builders have the feeling that they are merely hastening 
the day when they are going to run out of business by jumping their 
schedules up and literally getting these tools into the program, and 
then what do they do 
Senator Moopy. To what extent do you think that has deterred 
expansion ¢ 

Mr. Borer. That is pretty highly theoretical, lL would say. I would 
not attempt to, but L will just im passing make the observation that 
[ am sure it Is 

Senator Moopy. A deterrent / 

Mr. Boyer. A deterrent. It would be to me if Il were a machine- 
tool burider. 

Senator Moopy. IT can understand that, and [think you have made 
i very constructive suggestion here to Improve the actual position of 

he machine tool mndusty “nd al Oo LO pros ide the proper psycholog- 


| 
bOOK, 


“ye 


thou 
Mr. Borer. I dont know whether this is the place to inject the 


thought, but here is anothel suggestion that I think would be a great 
help to the industry, Phisisah lized 


Ty “7 
FILLY spe LITZeC Case 


‘ 
} 


Lhe machine-tool industry isthe heart and soul of any defer se pro- 


oral, and as the types ot weapons, planes, vulys, and everything that 
we build become more and more | mnpl ated, that becomes more and 


more true. 


Now, thev are 1 y¢ Ihis foreed hits rally Lo put all ol this busn ess, as 


I have indicated, in the next vear to 2 or 3 vears, and then beyond 
that pornt there Is very little on the horizon for them because we have 
taken their normal market away from them. 


Now, the make then pronts, ves, bul they ire rene votinted, they 


res bie t to excess-profit tax and everyth hoe 


ike that. Now, WIV 


not have a profit amortization program for a period of, say, 5 years 
wherell they could take credits for that. You do it on wmMortization 
O} buildines and thar Os, Wis isn't it sensible as a inducement to 
these} eople to let them vet some of that profit back ? 

Senator Moopy. You mean amortize profits taxwise over 5 years? 

Mr. Boyer. Yes. 

Senator Moopy. Of course, we do have a tax carry over and carry 

ick provision now. 

Mr. Boyer. I know, but that is only in case you make some money. 

Senator Moopy. That 1s rioht. 

Mr. Boyer. If you don’t make anything it doesn’t do any good, but 
what 1f they turn around and lose their shirts the next year and the 
vear after, and so forth / 

Senator Moopy. That is a very Interesting thing because what you 
are saying, as [ understand it, is that here is an industry which in 
good faith is going forward and expanding its production to meet a 
national need. 

Mr. Boyer. Certainly. Machine tools are just as much a material 
Of war as an airplane engin . In fact more lmMportant because without 
them you can't make the engine. 

Senator Moopy. And in order to meet this national need they are 
putting themselves in the position where after the war they may be 
ver the barrel / 
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Mr. Boyer. That is right. They are going to be, there is no question 
about that. F 

Senator Moopy. Therefore you feel that the Congress should take 
action in that respect, and I am not at all sure but what you are right. 

Mr. Boyer. I certainly think it should be given careful consid- 
eration. 

Senator Moony. I certainly do, too. 

Mr. Boyer. I don’t know how to work the mechanics of that thing 
out. Iam not trained legally, but Iam sure there is merit in the basic 
idea. Do you agree with me, Mr. Hayes? 

Mr. Hayes. Yes; I do. 

Senator Moopy. Will Mr. Haves identify himself for the record ¢ 

Mr. Hayes. Frank Hayes, vice president of the Bullard Co., 
Bridgeport, Conn. 

Senator Moopy. I agree that that is not alone something that should 
be considered by Congress- ~-- 

Mr. Borer. Isn't it going to take an act of Congress? 

Senator Moopy. Yes: I think it would take an act of Congress. 

Mr. Boyer. You have got to consider this industry from a rather 
unique standpoint. I don’t think that proper emphasis has ever been 
put on the importance of the machine-tool industry to a modern war 
effort. 

Senator Moopy. I agree. 

Not only should this be considered, but this sort of action would be 
in line with the policy which the Congress has in its recent enact 
ments, I think, made quite clear. 

When we passed the National Production Act there were certain 
clauses written into law which protected industrialists from having 
their price ceilings at a level below the absorption of all cost. Some 
of us felt that it went even a little too far in that direction. 

Nevertheless, that was the policy of Congress, and in basie concep 
tion it was a ood policy, namely, the policy of not expecting any 
segment of the economy to assume an unfair share of this mobiliza 
tion burden, which is, after all, being done for the Nation and for 
the protection and preservation of our future, and there is no reason 
why any segment of the economy, including the machine-tool indus 
ry, shoul | be ex rpecte “1 to undermine itself because of a national need. 

But I want to point some thing out to you. You know what has been 
happening in our State of Michigan regarding this conversion period. 

I am sure you know that we have been making efforts to the maxi 
mum degree that the military program would permit to have more 
materials channeled into civilian production, not in any way to inter 
fere with military production but let us not have them miscalculated 
in the line somewhere when they could be used to make automobiles. 

And is the same way a task force was set up by Mr. Fleischmann, 
headed by Mr. Gilmore, president of the Sperry Corp., to go out 
there and to find out how we could get faster deliveries of war con 
tracts, how more business could be put into the area. 

Now, that would do two things: It would get military production 
faster, and it would also employ people who have been laid off be 
cause of the cut-backs in ope tion. 

And then a group of 15 of us in the Senate thought the Govern 
ment ought to recognize the fact that important as it is to protect 
the profit margins of manufacturers and dealers and protect the 
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stability of an industry hke the machine-tool industry—and I think 
it is Important on all those things—it Is equi ally important to stabilize 
to some extent, at least, the income of these people laid off as a part 
of this national effort. 

Mr. Boyer. That is entirely true, but the only thing about chan 
neling more defense work into Detroit, unless you cam ypen to have 
defense work of a character which is closely allied to that of the 
normal business pursuit of the particular company, like putting 
military trucks into some truck company which they just paint a 
different color—— 

Senator Moopy. It all takes retooling. 

Mr. Boyer. It all takes retooling. Again, those people ure going 
to have to have machine tools to round out their particular program 
Now, they heey have 60 or even YO percent ol the tools. but if they 
havent got that 10 percent 

Senator Moopy. That last tool. 

Mr. Boyer. Which are always in that some tough-to-get category, 
they cant budge. You are not vole? to help Detroit any in the next 
6 months—I dont know why [ am getting on this subject, but you 
brought it up. 

Senator Moopy. I did bring it up. Please go right ahead. 

Mr. Boyer. By putting any more defense work in there it will help 
out maybe next winter, but in the case of a jet engine or something. 
there is at least a months’ to 12 months’ delay before you get the 
very first engine, and the build-up of people is very slow and the type 
of people who would be employed in the pre production effort, the 
master mechanics, the process peop le, product tion engineering pe ople, 
you can’t find those for love nor money anywhere in the United States. 

Senator Moopy. I think that vou can do something. For example, 
there has been under way— 

Mr. Borer. | would not mean to infer that you could not do some 
thing constructive, but generally, broadly speaking, it won't solve 
the problem. 

Senator Moopy. We were talking about Packard making these high 

rority e nepnes. They are scheduled 60 days behind Studebaker and 
‘till farther behind GE. 1 think one of the things we are thinkine 
of is stepping up the Packard production timewise in comparison with 
ie others. 

Mr. Boyer. That was a help. 

Senator Moopy. However, that was not the main point I wa 
making. [ was just making for the record the point that the policy 
you have enunciated here in behalf of the machine-tool industry, 
which you say should not be subjected to penalty or even undue risk 
because of what is obviously a national need to arm, is the same 
principle that Senator Douglas and Senator MeMahon, Senator 
Kefauver, Senator Thye, and some others of us, had in mind when 
Wve proposed In S. 2504 that the Federal Government temporarily 
ha l augment the State unemployment compensation system, 

I think you are right, and I also think S, 2504 is right, and I think 
our system will be stronger if we do take steps to protect industries 
like machine tools and to protect the men who work for other indus 


_— 


say that for the record, Mr. Bover, because T think that your 
suggestion is a constructive one, and | thought it Was a vood Oppo! 
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tunity to get into the record again the point that I am trying to make 
with the Senate. 

That point is that what is sauce for the goose is sauce for the gander, 
and what is sauce for the industry ought to be sauce for the people 
who work for industry, in my judgment. 

Mr. Boyer. I don’t know the situation too well, but my impression 
is that they claim that the materials are available and that a man 
would rather work for a living than be put on the dole or relief. 

Senator Moopy. Well, of course. 

Mr. Boyer. And if they can get the materials they will put the 
people back to work tomorrow, not 6 months from now. As I see it, 
that is the difference in philosophy. 

Senator Moopy. The claim is that there are more materials avail- 
able now than have been alloted, and with that [ agree; at least, my 
impression is that there are. 

Tam not an expert on the material supply situation, but my impres- 
sion is that there are more materials available than have so far been 
alloted for civilian production, and I think that the ball being carried 
by Courtney Johnson as the head of the NPA Motor Vehicle Di- 
vision in attempting to get a higher allocation of cars for the second 
quarter and subsequent quarters, which, of course, 1s the rquest also 
of the industry. 

I know, Mr. Boyer, that you did not want to discuss this Bullard- 
Fisher contract before this committee because of your connection 
with General Motors, and because I think the question was raised 
ibout it in the House. 

I would like to say this, though: That personally I have great con- 
fidence that vou are looking at this contract in the same light as if 
vou had never had any connection with General Motors. 

I have known many men who have come down here from business 
ind labor, and other people who, when they go to work for the Gov- 
ernment, they go to work for the Government, and I am sure you are 
one of them. 

Therefore, I wish that in answering questions which will not be 
necessarily directed only to Bullard-Fisher, you would not be in- 
hibited by the fact that you have a connection, because I am very sure 
that that has nothing whatsoever to do with your judgment on the 


Thine 


Liliii<’. 

Now, I want to ask in a general way whether you think, in view of 
the delay in deliveries for urgently needed aircraft. and the fact 
that the machine tool industry is the bottleneck of that situation, and 
assuming for the moment that Congress takes notice of the stabiliza- 
tion needs of the machine-tool industry and acts in that regard, do 
you not think that the interests of national defense and the chance 
of averting a war would be enhanced by an effort to expand the pro- 
duction of machine tools, to an even greater degree than is being 
done now 4 

Mr. Boyrr. Well, let’s put it this wav: I am sure that if a bomb 
dropped on any American city today, the first thing we would want 
to do would be to get that Fisher thing back on the track again and 
get vertical turret lathes. The word “Bullard” is synonymous with 
vertical turret lathes. 


Senator Moopy. There are other companies that make them? 
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Mr. Borer There are others. I don't know the exact 1 it1oO, but a 
a guess I would say Bullard built at least 75 or SO percent of the 
VTLs. 

You see ads in the paper, “Wanted, Bullard men.” Thev don't 
refer to Mr. HH ves or somebody from Connecticut. ‘| hey mean a Quy 
that can run a Bullard machine. 


At the time this contract was consummated and on the then-existing 


dules, it was certainly the thing to do, and I am very proud of 
the part that | plaved Ly fore | came down here in ass sting in th 
move 
! dl not ne Lifter I ime down here to furthes the t] no. ¢ Itho 
Mr. G Ipath ‘k did Say, he isked mV OpiN1o) of it and I said I 
thought it should be done. T was very flattered to find out that this 
ttle suggestion Wis the basis on wh ch the whole contract wis exe 
euted. I dor | know what the state of urgency 1s today. A year ago 


Was verv acute, 


Senator Moopy. What has happened to change it? 

Mr. Boyer. I don't know. I would like to ask that of someone 
who could mswer ft. Had the contract remamed 1) force, 1?-inch 
Bullard Cutmasters would have started delivery in about 6 weeks 
from tomorrow. 

Senator Moopy. From Fisher? 

Mr. Boyer. From Fisher, ves. And if it had been started origi 
nally when the thing was started a year ago, the contract would have 
heel practically Ovel by now and Vou would have had at least DOO 
more Bullards in circulation than vou have got today. 

Senator Moopy. Why wasn’t it started a year ago? 

Mr. Borer. I don’t know. 

Senator Moony. It was suggested more than a year ago. wasn’t it? 

Mir. Borer. Yes. , 

Senator Moony. When was it suggested 7 

Mr. Boyer. As I recall, it was in January of 1951, and T am not 
sure that General Wolfe wasn’t aware of it in the fall of 1950, 

Senator Moopy. Why wasn't it started earher ? 

Mr. Boyer. In my position aut General Motors as a member of the 
defense plants committee, IT dealt with aircraft problems, and when 
I took a look at the axial-flow let engines and I went around to the 
plants which were making the various compressors, and turbines, and 

iw the amount of vertical lathe cutting time that was required, I 
ensed immediately that there would he a tremendous demand for th 
tvpe of equipment, and it was the one type of equipment which would 
be the little door through which the jet engine had to pass. 

Of course, there were many others. I would not want to pin it all 
on this, but vou have got to attack these problems one at a time. 

Senator Moony. But this was one big factor in the bottleneck. 

Mor. sorver. This was the outstanding one, in my opinion. 

Senator Moopy. Why in the world wasn’t the thing tackled a year 
ago when it was suggested ? f 

Mr. Boyer. The Fisher body division of General Motors and the 
sullard people were called to Wright Field in January, I believe, 
no—I have it—February the 6, 1951. 


97630—52 5 
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Colonel Andrews of the Air Force Procurement Office at Wright 
Field asked the Fisher division to undertake the manufacture of a 
limited quantity of machine tools. 

Now , in order to correct any impression that the Hébert committee 
hearing might have left in a vague sort of fashion that the Fisher 
Body is a neophyte in building machine tools, I would like to state 
that during World War II they built 140 planers, 250 vertical boring 
mills, 48 mills, and 25 drilling and tapping machines. That is a 
total of 463 large machine tools. 

Senator Moopy. I understand it, but for the record they are not just 
little—— 

Mr. Boyer. They were machines comparable to a Bullard. 

Senator Moopy. Big tools / 

Mr. Boyer. 120-inch and Betts boring mills. 

Senator Moopy. Bullards were. you say, one of the big bottlenecks 
in the production of jet engines, and as a result we are still way be 
hind in planes in Korea ¢ 

Mr. Boyer. One began to hear things about T lathes and other 
types of lathes which could take the place of the VTL, the vertical 
turret lathes, but as late as late summer only a couple had been 
installed, and of course if you wanted to say, “Well, we should count on 
these, don’t put any facilities to make vertical turret lathes, we know 
we are going to lick it some other way,” I think that would be taking 
an undue risk in attempting to pin your hopes on something which 
had not completely proven itself. 

Also, it is not my impression that the so-called T lathe will do the 
work of a verticle turrent lathe. 

In other words, it is all right for the finishing operation, but for 
the heavy cutting, the vertical turret lathe with its ability to chew up 
metal ata much faster rate is a must. 

Of course, vou could put enough ordinary lathes in to do the job, 
but asa matter of interest I might cite the J-57 engine which has just 
been recently allocated or awarded to Ford, and the machine-tool re- 
quirements are just now beginning to hit the market. 

Senator Moopy. The J—57 is the engine for what airplane / 

Mr. Boyer. Well, it is the engine for the B—52, and it is in a number 
ot alreratt. 

Senator Moopy. High priority engine / 

Mr. Boyer. Yes. 

Senator Moopy. [ mean high priority aircraft. 

Mr. Boyer. Yes. 

Their machine tool list, as I say, has just been made available to 
the Air Force, and I have a copy of it, which indicates that they will 
need 67 vertical turrent lathes in the 42- and 54-inch eategories, and 1. 
110 other types of lathes to accomplish the cutting. 

In that bunch are 565 T lathes, and their master mechanic has 
indicated that they could do the same work with 375 Bullards if they 
could get them, but they can’t get them. 

Senator Moopy. 375 Bullards? 

Mr. Boyer. Yes. I would like to correct another impression. Some- 
one has taken the total price of the quotation and multiplied it by 
757, which is the number of machines as the total amount of the 
contract. 
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It has not been brought out that that was the starting price, and 
that the contract at the price was to be redetermined periodically, and 
as the learner curve came down and as the efficiency of the operation 
became more up to par, that the price would more nearly have come 
down to the price of the original manufacturer. 

Senator Moopy. Bullard sells these to the Government for what 

Mr. Borer. Well, you can ask Mr. Hayes that. 

Senator Moopy. Is it not 838.0004 

Mr. Boyer. There are so many variations of it, you would have to 
find out exactly the type that Fisher was quoting on. 1 believe the 
statement was made it ranges somewhere beween 838,000 and $42,000. 

Senator Moopy. What was the starting price of the Fisher contract / 
It was 890,000, wasn’t it 4 

Mr. Boyer. Fisher's price, with a 10 percent calculated profit nial 
gin asa starting price, was, 875,000, 

Senator Moopy. $75,000 / 

Mr. Boyer. Yes. 

Senator Moopy. That included a 10-percent margin 4 

Mr. Boyer. For their margin of profit, and it was stated in the 
contract that the price Was to be redetermined periodically and a 
retroactive saving was to be made. 

I just Waht to point out for the record that of these 463 tools that 
were made during the war, that the ultimate price never varied as 
much as 5 percent from the original equipment manufacturer’s price 
Now, that is the way we start a contract on jet engines. The pri 
redetermined. 

Senator Moopy. Never over 5 percent of the original manufacturer’ 

rice ? 

Mr. Borger. That is right. 

Senator Moopy. In other words, General Motors can and has 

Mr. Borer. If the quantity was sullicient. If they only build 5 on 
10, of Course, t Vv out of line, bi 
run of (57 machines of the same type and tooled up properly, I would 
say without boasting that Fisher certainly would be damn poor mat 
ufacturers if they Corl lent come dow h somewhere hear Bullard’s price, 
because that is a better manufacturing rate than Bullard has on that 
particular type themselves, 


hi prices would be fantastical wT on a 


Senator Moopy. Now, you say in this $75,000 price there was i 
cluded a $7,500-profit margin. How much was included for the 
pavinent for the tools, for tooling up the Fisher plant 6 

Mr. Boyer. IT don't know that breakdown. 

Senator Moony. But there was included an increment 
payment of those tools: is that right / 

Mr. SOYER. Well. some of the tools, a considerable portion ot the 
tools in fact were to be furnished by the (zovernment. 
some of their own tools, They proy ided the space, 

They had to clear out, move the new tools in, hire the people, get 
the organization together, and that had all been accomplished and 
they were about 5 weeks away, I am told, from their first machine 
when the thing was canceled. 


for a full 


I isher used 


Senator Moopy. How much was the profit margin figured in there 
for the Bullard Co. ? 
Mr. Boyer. I don’t know. 
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Senator Moopy. You do know that there was a profit margin figured 
in for both companies, do you not ¢ 
Mr. Borer. I do know that Fisher's, in fact General Motors’ policy, 
= that on all defense contracts it isa straight 10 percent. 
enator \ DY. kor General Motors, but how much is included in 
that contract for profit for Bullard on the ma hine that General 


Ss 
Motors was manufacturing ¢ 
Mr. Borer. Well, I don’t know. The difference in price was about 
$15,000, but how much of that is profit is hard to say. After all, 
Bullard had to give considerable of their time in engineering help 


rel I: ish started. 


Senator Moopy. Tam not questioning that. [am merely asking you 
this. Lam trving to find out what the prospect would be of bringing 
that 875.000 price down, and [T was wondering what some of the seg 
ments of that enaleulation were. and I was wondering how much of 


the S40 000 would have been paid Lo Bullard protit for Bullard in 
ldition to the profit which would be made by General Motors. 

Mr. Lx YER. ‘The contract never reached the definitive stage. Defin- 

ve is where it is all spelled out. That is the starting contract. 

Senator Moopy. It was signed. 

Mr. Boyer. That is the starting contract. There are two types in 
\ir Force dealings. You receive a letter of intent to get going and 
then you reach a definitive contract. 

Sometimes it stretches out for a vear or 2 vears, and that is one 
beef of industry, not being able to get a definitive contract fast enough. 

Senator Moony. This was not a letter of intent, though. It was a 
contract, was it not? 

Mr. Boyer. It was a letter of intent. 

Senator Moony. At a starting price of 875,000, which would 

Mr. Boyer. I am not sure of this, but I think the letter of intent 
was with the Bullard Co. direct, and Bullard was to buy the machine 
ind add certain electrical equipment. I don’t know how much that is. 
and they have certain internal charges. 

Senator Mi ODY, Mr. Hayes is here. I might ask him this. Can 
you clear up the point we are trying to clear up? 

Mr. Hayes. I think I can. The letter of intent was issued directly 
by the General Services Administration to the Bullard Co., and the 
Fisher price to the Bullard Co. originally was approximately S75.000, 

Later on it was changed to include the electrical equipment and 
t hie price then rose to something over $76,000. And by formula estab- 
lished by OPS, we established our price which was used in the letter 
of intent which was approximately $90,600. 

Senator Moopy. Isee. So the price from General Motors to Bullard 
was $75,000 or $76,000, and the price from Bullard to the Government 
was SHOLOOO. 

Mr. Hayes. That is correct. 

Senator Moopy. That clarifies the point. I thought it was $90,000, 

Mr. Hayrs. Approximately that. I haven’t come prepared with 
any details. I was given to understand that later on in your proceed 
Ings we might be called. 

Senator Moopy. That is right. I just wanted to clarify this because 
t not only relates to the veneral machine tool picture and the things 
we have been talking about here this morning, but Mr. Boyer has been 
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juest loned on this contract before another committee of ¢ ongress, ana 
| feel that this committee wants this information ind I also feel t] 


ii4 


ome of the lupressions created before the othe comunittees he ought 
to have an opportunity to correct, 

Mr. Hayes. I would like to Say, meenator, if I may, I aim pel feetly 
ivreeable te answerlhbg questions but 1 ck t have all of the accurate 


data with me for reference, 


psenatol Moopy. I uncderst ind that. and we had not planned to eall 


you ull later. that is true, Dut since vou are here and were interested 
! 


ind sine Mor. Bove) did not | ippen to have 1 it piece of Intormatt 


d J] assumed vou wot ld have ie | just thought | would ask ve 


the question, 

Now, Vo hive ll ed the Bullard contract. Mr. Bover. as an examp| 
ota Way by Which we col ld have eotten n wh) eP TOOIS A lot faster ici 

gone through with the contracts: is that correct 4 

Mr. Borer. It unquestionably would have gotten that type of tool 

more quickly. 

senator Moopy. And it would have eome evel more qu ekly, Ot 

ourse, had the contract beet slgnect in February of 195] tead o1 
1 was it finally signed, Septembe1 

Mr. Bover. September 1951. when Fisher was oiven tne vo-nhead 

by B Hear 


Senator Moopy. Why was that delay ? 7 


on and, as you pointed out, the aircraft schedules are behind and the 
Orig nal \ ! Force edules were unreachavtle, and thy S was a mayor 


*{ 
| 

factor in the thin (y, Why the delay ¢ 
} 


| im conscious of t it Tact that vou were not respol sible Hnersol 
for the delay, but I am asking you what you think were the fact: 

that delay. I think that mportant 

Vin ROYER It i h) } ibility of th t reg ] WO} nar Y) 
probably due more largely to Bullard and Fish _ 


Mr. Borer. The I: : e third I part 
D>! ( Ling ss k HOC diy lO 1 parat ent I 
completel on its own within certain broad—— 

Senator Moopy. These neg ( were chiefly between Bullar 

d Fisher; is that right 

Mr. Borer. Ye You might v entirely. with the AMC. the A 
Mat Command at Wright Field trying to catalyze the agre¢ 

c tor Moopy. And it ibilitv of Bullard and Fis! ( 


aoree ¢é 


Mr. Borer. Yes. 

senator M MODY. Rather than any delay that the Air Ko ‘e broug) 
about ? . . 

Mr. Borer. No, the Air Force, I think. did everything humanly pos 

ble They offered to vlve i direct eontract to Fisher and buy t | 
machines. That was one of the sticklers—who was going to get t] 
machine order direct 


Senator Moopy. That was my understanding. I would like to poi 


t 


out to you that there was a great deal of sometimes justified complaint 

about Government red tape, but here was a high priority item and a 

couple of private concerns could not get together on it for a period 
i i 


of how long. 7 months? 
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Mr. Borer. Seven or eight. 

Senator Moopy. Perhaps all the red tape isn’t in Washington. Now 
have there been any other similar machine-tool contracts canceled ? 

Mr. Borer. Not to my knowledge. That is the only one that I had 
any smattering of knowledge on. 

Senator Moopy. Now the Bullard is not the only machine tool that 
is critically short now, is it? 

Mr. Borer. No, it is not. 

Senator Moopy. Have there been any contracts canceled that con- 
templated the manufacture of other important critical tools? 

Mr. Boyer. I would not be in a position to know that. In fact, I 
don’t know that. 

Senator Moopy. You don’t know that? 

Mr. Borer. No, I don’t know that any were contemplated. 

Senator Moony. What efforts do you know of that are being made 
to get outside contracts to step up the production of machine tools? 

Mr. Borer. I think Mr. Bergstrom can answer that. I don’t know. 
I have nothing to do with the machine tool division of NPA 

Machine tools are of primary interest to me to the accomplishment 
of the aircraft program. How we get them, who builds them, and 
where they come from is the responsibility of Mr. Bergstrom and his 
group. 

Senator Moopy. You see, the committee is well aware that the 
machine-tool industry is faced with a problem here; there is no doubt 
about that. 

On the other hand, the country is faced with a problem, too, and 
[ don’t see any reason why either through the proposals that you have 
made here today or through some other way we cannot get a sharp 
increase. 

[ think it is long overdue, and I think this should have been done in 
January 1951, or before, because the war had been going on for 6 
months then. When will Ford get its requirements for those 42-inch 
cut-masters for the new J—57? 

Mr. Boyer. I don’t even know whether Bullard has received the 
order or not. Mr. Hayes might be able to tell you, 

Senator Moony. I might ask you that, Mr. Hayes. How far behind 
are you on deliveries ? 

Ir. Haves. From 12 to 15 or 16 months, depending on the different 
types and sizes of machines. 

Senator Moony. Have you received the Ford order yet ? 

Mr. Hayrs. No. 

Senator Moopy. You have not received the order? 

Mr. Hayes. Not as of yesterday. 

Sen: itor Moopy. So that it will be at least how long, 12 to 15 months 
before they can be made available, is that right ? 

Mr. Hayrs. That would depend upon the preference given their 
orders by NPA, 

Senator Moopy. So it is possible that NPA might move the Ford 
order ahead of other orders? 

Mr. Hayes. I suppose it is possible. 

Senator Moopy. Which would lengthen the period of time for some 
other manufacturer. 

Mr. Hayrs. At a given rate of capacity per month or per quarter, 
there are only so many to go around. 








MACHINE-TOOL SHORTAGES 67 


Senator Moopy. Are you making, Mr. Hayes, any cutmasters for 
anything other than military production now ‘ 

Mr. Hayes. Our production, the distribution of our production, is 
governed entirely by Order M-41 issued by NPA which governs the 
distribution of our equipment, and therefore as long as we have other 
orders, we cannot distribute all of our production to the military. 

Senator Moopy. What is that again? So long as you have other 
orders what ? 

Mr. Hayes. Orders other than in the military category such as the 
Atomic Energy Commission, machine tool orders, export. 

Senator Moovy. Well, I would say that machine tool orders and 
atomic orders and some of the export orders which are for military 

yroduction abroad could be brought into the broad military category. 
Vhat I mean is, Are you producing any cutmasters now for ordinary 
civilian production ¢ 

Mr. Hayes. I can’t answer that directly. We are not shipping any 
machines that are not rated by NPA, a DO rating. What the ultimate 
end use is In some cases, I do not know. 

Senator Moopy. But the point I am making is you are not supply 
ing any of your ordinary customers now. You are doing it all through 
the ratings put into effect by NPA; correct / 

Mr. Hayes. That is right. 

Senator Moony. Mr. Boyer, you mentioned the insurance phase of 
this machine-tool program which I think might be considered some- 
what synonymous with the parallel plant situation. Would not the 
letting of this Fisher contract have accelerated anc expedited this 
insurance phase of our tool program ¢ 

Mr. Boyer. I think it is entirely logical to assume it certainly would 
have played a part in it. 

Senator Moopy. Wouldn’t the country be in a jam now, if we were 
unexpectedly attacked, for machine tools ¢ 

Mr. Borer. Yes, because you would immediately go to an all-out 
mobilization plan. 

Senator Moopy. Let me ask you this. Would you think that with a 
proper all-out program, that the so-called unattainable schedules of 
the Air Foree would under those conditions be unattainable 2 

Mr. Boyrr. Would you restate that one / 

Senator Moopy. Perhaps I did not state it very well. If we were 
attacked tomorrow, so that there would be without question a complete 
effort on the part of industry, including the machine-tool industry 

Mr. Boyer. At least similar to what happened after Pear] Harbor? 

Senator Moopy. Correct. 

Mr. Borer. We would be right where we were after Pearl Harbor. 
We are in somewhat better shape than we were after Pearl Harbor, I 
would say, but in the realm of the jet engine, I don’t think we have the 
production capabilities, because it takes a great many machine tools 
of a specialized type. 

Senator Moopy. I think your testimony here this morning has 
demonstrated beyond any question that the failure to increase the 
machine-tool capacity of the country faster has put us in a dangerous 
position. 

Mr. Boyer. It is a caleulated risk that someone has elected to take. 
As I say, I have no measure of the urgency. 
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Senator Moopy. Is it a calculated risk, has someone elected to take 
that risk, or has it just come about because of general failure 
to go forward with a program that should have been pushed more 
rapidly ¢ 

Here, as you have testified a few minutes ago, an effort was made 
to carry this thing through by the Air Force, a vigorous effort by the 
Air Force, in February 1951, and you have pointed out that Fisher 
was W ithin » weeks of voinge ahe ad W ith this contrac ‘t. and need 
if it had been carried forward when it was first initiated 1 1 February 

1951, they would have been producing these machines ee : 
isn’t that correct ¢ 

Mr. Boyer. Yes, that statement is correct. Now to get the com 
panion machines to augment that turning capacity, similar efforts 
would have had to be taken, but at least that was one constructive step 
vhich was taken to eliminate that pretty obvious bottleneck a vear ago. 

Senator Moopy. Of course, | am not saying that this single machine 
is going to save the world. 

Mr. Boyer. No. 

Senator Moony. If steps of that sort had been taken to accelerate 
the production of this machine, it would seem logical to me that similar 
steps would have been taken to accelerate the production of other 
machines, so that the whole program would have been accelerated. 

Do manufacturers of aircraft now have firm delivery dates for 
projects in the “brickbat” « category ¢ 

Mr. Boyer. Do they have firm delivery dates ¢ 

Senator Moopy. Yes. sir 

Mr. Borer. Yes, and generally speaking, those are frozen, and you 
ah pretty cle finitely ecount on the delivery dlate ot the machine tool 


‘4 
buil t] 


der or any other contributor to the facility, his delivery date, 


wo, 


because once a project is important enough to be placed in the “brick 
bat” category (of course the President could move something ahead) 


but it would take very high, top authority to displace a machine which 


is ntlready assiened a “brickbat” urgen y. 
Senator Moopy. re they in line with the schedules / Are the 
brickbat programs in line with schedules ¢ 
Mr. Boyer. You mean are the delivery dates satisfactory all across 
t ay 1] 1 / 
eChator Mi ODY To the schedules: ves. 
. Borer. No: not in every instance. 
% nator M ODY. ‘| h it yn ludes evel the reduced si hedules. is that 
right ? 
Mr Boyer. Yes. Those are isolated cases. Generally speaking, 
the “brickbat” urg@eney standing has done a great deal to alleviate the 
pressure on our most urge tly needed programs. 


We had to stop shoot he with a shot@un attempting to get the 
.n 
Whole program in astate of readiness. We were bound to end up with 
l ° ° ’ . . ' - . . 
all phases ina partial state of completion but by picking up a rifle and 
lant i : 
selecting programs here and there, we are at least roiling to get our 


most lnportant rograms cOIne. 


Senator Moopy. Mr. Bover, can you tell us what is being done to 


increase not only the delivery dates on these cut-masters but also on 
the other precision tools | 


product ion / 


which are necessary to step up aircraft 


i 
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Mr. Borer. Iam not familiar with what the machine-tool industry 
is doing. 

Senator Moopy. You are the expediter of this thing aren't you 4 

Mr. Borer. No; 1 am not the expediter of the machine-tool in- 
dustry. 

Senator Moopy. You are the expediter of the aircraft production. 

Mr. Boyer. Yes; you might call me a needler of Mr. Bergstrom, 
but that is entirely his realm. 

senator Moopy. Of course, he 1s cone to testify. 

Mor. BOYER. The steps taken to build up the industry or to determine 
who shall build it up is within his sphere. I want to reiterate I have 
nothing to do with that except raise a little merry Ned w th him 


once in a while. and ask hin why we don't rel this ind that. but 
aside from that | have no line of authority. 
senator NMI mY, Let ll onore the matter of uthority ior a minute 
and ask vou this. It that were your re pons bility there anytl cr 
that you would recommend that the Government do at thi point to 
step up th S program 
Mr. Borer. Before answering that I would certainly want to study 
the over-all requirements company by company. I would analyze it 
carefully and 1 would take the lowest spot first and attempt to to d 
something about that. Then | would pick the next low 
Whether by means of subsidy or some other manner, IT would at 
tempt to raise that particular low spot. I don’t thint t ther 
l ny ¢ l rorea tally eecdied tool to be 1h MITHS IM na | \ ( 
it { pot the program If ( tuation { \ 
tit the | ‘ \ I xp na ther | { O! 
( ( }) \ ( N i 
( > tian yt \ ( ( ear! 
~ \] Dy | thie ( ( i 
hnterested 
\Iy 13, YEI | { i lo int to vet e | ( | 
O} iti 1 oO r. becan | oO \ oO 
( t tlre [ bioha THatioO pro i 1 i 
p t ly pre to @ 
vet | r ont according to chedule v given me 
~ \] \ \\ ] ‘ ‘ { + / |? 
K | \ ] 
\ 
Vr. DB I 
I t 
( ly 
. ‘ 
} } ( | i! { } Cy) ( WV ¢ Bk: if 
te, the mon oe) ire in? 
\ ( p>pore to l ne ! | ! 
ere OX j | } } t} ! ( ) 
} | i! i hes ONE 
{ t elpt i t | ({ litte | \ 4) ( \ 
Mr. Boyer. Certainly these machine tools—take this Ford thing 
| uld feel if fair to leave the imp ( hat the fact F. 








70 MACHINE-TOOL SHORTAGES 


could not be given a delivery date. They won't need those tools and 
could not use them if he had them for the next 12 months, because 
that contract is just starting up, and I would not want anyone in this 
roc to get the wrong impression. If those Bullards could be 
shipped to Ford tomorrow—lI would be the first one to stop them going 
there because they cant use them. The schedule does not call for 
the cle livery of them. 

Senator Moopy. What was your point about that ? 

Mr. Boyer. I was just afraid that the impression might be gained 
that Ford, ordering these machines tomorrow, would be penalized 
by Bi Hau Vs or any other machine-tool builder's promise of late 
1952 deh very of middle 1953. It is entirely possible and very prob- 
able that those delivery dates would be acceptable if they could 
held. 

Senator Moopy. What was your original point in bringing the Ford 
contract up‘ 

Mr. Boyer. That there is a continuing need for the tools and that 
the machine-tool industry is not working itself out of a job by getting 
li the tools out within the next 12 months. 

Senator Moopy. Do you feel that the lack of the sort of a stable 
program that you suggested earher, and the possible feeling that 


they may be working themselves out of a job, has served as a deter- 
rt i tO idee nel an oniahe he obtainable ¢ 

Mr. Boyer. That is pretty basic and elemental in anyone's natural 
reactions. I certainly would go slow if I saw that 1 was going to 
eu : 


build myself up and jump off into financial oblivion. That is what 


If I had asurance that T think the industry deserves, I would 
cert ly eel compel ito go al the situation with a little more en 
l if we 
\ \ ce TO hyeny rie | I @ Tes ot Cire 
( ive yOu! l { \ l si reresliol ‘ 
I ( ( con ‘ Lave feel that th machi 
‘ ttieneck th: we Face Today 
| i ( th held ha of Senators d too 
t il i ( { ) ( § { - t 
( } ( Ii { (i) l re 
[| efer toh ld confidential 
{ to do ft t. hut we w nailed like 
ee a reason why they should 
be off the record, b I would not want that to dete vou in saving what 
{ ( ea , , 
Mr. Borer. ] re you that anything T say will be publie and I 
v l le rt hi arlo lh ¢ mnfidenes that [ would hot 
be prepared to back up in public 
= ( Vi DY | rlad of that. I thought that would be youl 
attitude, but I jist did not want to have you fee] inhibited. 
Mr. Borer. And I] am equally certain IT would correlate them with 
Mr. Bergstrom’s department We might not agree on it, but you 


cert uinly know where both of us stand on the thing. 
Senator Moopy. Oh, sure, I understand that. 
Mr. Boyrr. After all, a lot of this whole phi losophy is a matter 
f judgment, and I don’t think anyone’s judgment is infallible. Iam 
aes riving to you what I think about it personally. 
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Senator Moopy. J certainly meant no reflection on anything Mr. 
Bergstrom has done or is doing. 

Mr. Boyer. I did not, either. If I have, I take it back quickly. 

Senator Moopy. We are very interested in what he is going to tell 
us on the same point, but the whole purpose of this hearing is te 
bring out that sort of thing, you see, Bring out, incider tally, s 
gestions just such as you have made this morning for insurance or 
for a stable program for the industry. 

Mr. Boyer. Mr. Bergstrom a machine-tool ma H. th 
oughly competent and, I might add. a very fine gentleman. He has 
been with the best companies. I know his background. He had good 
e: rly tramnimy, I might add. | aim not a min hine tool expert and Lie 

but when he delivers the tools, it is my province to find out hov 
they are best used, and if there is any particular know-how that SOnit 
| 


«iy has got, it is my job normally to see that that know-how is d 
tributed to other elements of mv parent organization. 


Senator Moony. Let me emphasize the function of this committe¢ 
as the chairman sees 1t, is not to be promiscuously critical, 

If there is any way through your testimony or through any othe 
way to help Mr. Bergstrom and the industry to get at this thing 
faster, that is our purpose. We are not trying to subject anyone to 


criticism, any kind of criticism at all, unless it happens to be con 
structive and in line with what the national interests would be. 


Your testimol \ has been not only extremely enhehtenn cr. Nii 
Bover. but it has been somewhat longer than we had scheduled it 
for. which chiefly be iuse | was interested in questim ne vo 

Mi B YR! | Lid ( ( Lit ) h re to mone 11Z | 

It i i i \ é ex vel } ( 
ter 5 minute 

: or Moop fraid we have asl 

I 1 il { \ LO a | } 
t =~ i ) j | og } 
oO} rOwul ¢ it] 
Hoy \ { t 
| to ) { 
( ! ( ! l 

\ } 

\I | | I | 
] 

\ hy} I | LOMmoOorro Wit } t 
TOO 

= or M ) Mir. Be om, | ! f lso t ol ot es 1 
( The Wiastel f }) op! col r cle Wr ere bel re I I , 

( rll rs 


Mr. Berastrom. We are perfectly happy to come. 

Senator Moopy. I wonder if you would mind returning a litt 
iter, then, and testifying. 

Mr. Berasrrom. It is all right as far as Iam concerned. It all de 
pends on the rest of the people. It is perfectly all right. 

Senator Moopy. I think it has been important that vou hear Mr 
Bover’s testimony. 

Mr. Berasrrom. I think it was very good. I don’t agree with hin 
on all cases, but normally we are in pretty much agreement. 

Senator Moopy. Why don’t vou come forward at this point. 
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Thank you very much, Mr. Boyer. 

Do you solemnly swear the testimony you are about to give to this 
subcommittee will be the truth, the whole truth, and nothing but the 
truth, so help you God ¢ 

Mr. Beresrrom. I do. 





TESTIMONY OF SWAN E. BERGSTROM, DIRECTOR, METAL WORKING 
EQUIPMENT DIVISION, NATIONAL PRODUCTION AUTHORITY 


Senator Moopy. Do you want to start out by saying where you 
disagree with Mr. Boyer? 

Mr. Bercstrom. No; I think I would prefer that the Senator ask 
the questions. 

Senator Moopy. Do you have a prepared statement ? 

Mr. Beresrrom. I havea prepared statement here. 

First, I guess it isin order that I say who Iam, where lam from. 

Senator Moopy. If you will give your name and your position with 

ie Government and your business background briefly for the record. 

Mr. Berastrom. My name is Swan EF. Bergstrom. I am director 
of the “a i] Working Equipment Division of NPA, and before com- 
ing here Ll was vice preside nt and director of the Cincinnati Milling 
Macl hine Co., Cincinnati, Ohio. 

Senator Moopy. They are a large machine-tool manufacturer / 

Mr. Beresrrom. That is right. 

Senator Moopy. You have a statement there, Mr. Bergstrom. How 
long will it take you to read it? 

Mr. Beresrrom, I would say if I read fast it would probably take 
7 minutes. 

Senator Moopy. Would you prefer to put that in the record and 
liscuss it, or would you prefer to state your case in this way ? 

Mr. Bercsrrom. It really does not make much difference to me, 
Senator. The statement is here for the record and for you to read if 
you wish. I think perhaps some of your colleagues have already read 

(See p. 82 for prepared statement submitted by Mr. Bergstrom. ) 
nator Moopy. Could you summarize it for me ? 

Mr. Beresrrom. Yes; 1 can summarize. 


Senator Moopy. Why don’t you read and summarize. If you want 
to read, please go ahead. 
Mr. Brerestrom. Senator Moody has asked me to testify on steps 
tO eX] lite the machine-tool program. lL welcome this Oppor- 
ss with the subcommittee this extremely important prob- 
ind to report to you on the progress which has been made. 
The committee is undoubtedly familiar with what I consider the best 
tailed state wnt on what | is aoe accomplished up to the first ot 
yeal —the ‘report on machine tools issued last month by the Joint 
Committee on Defense Production. This report documents the com- 
lete habor of what has been done from the outbreak of the Korean 
incident up to the first of the a and is e ‘xtremely comprehensive. 
I do not feel that I can add anything to that particular report except 
to summarize the steps recited iat report and to outline the further 
progress which has been made since it was issued. 


The mac shin e-tool shortage is not over but the major bottlenecks to 
? 


increased production of machine tools have been broken in the last 
6 months. The machine-tool industry now has the aids necessary to 
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expand production of machine tools month by month until they are 
no longer a critical item, provided the manpower situation cloes not 
deteriorate. 

There will always be a bottleneck in machine tools until the very 
last machine tool needed for a program is shipped. 

| want to emphasize that because that has been the experience 
two world wars and it is the experience in any project that you are 
trving to get tooled up. There will always be a bottleneck, gentleme 


machime tools, 


] } y } y ] j ] } 
[his Was reallZed in Won i( \\ ar 11 when the mm hihe-tool maust! 
| ] 4 . ‘ } + 
s considered a hottleneck to our entire Wal eff rt ul li the very ist 
. t x mnplete ke n attar hat vhan tha 1 hine-t ] liye a. 
projyect Was COlnprete, ven atter that. whe The mach ®-LOO qiu 
’ hy\« 1 . ‘ ntl | } } »7 | ‘ | » reara “sy 7. \ { } , , tt] 
trv had ipparently done the yoo and we were Tacect \ 1 thie mittie « 
he Bulge, agmall the machine-tool industrv became a bottleneck 2 
thal part la proble 1 Was olved, so, we itis enlize that uu 
I 
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ive completely tooled up our detense pro] s. Certain ni ) 
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that is about as fast as it can accelerate. 


Past. current, and projected production levels: The turning ni 
! the battle to expand machine-tool prod CUION Cal ol 
when the Office of Defense Mobilization issued a directive ordering t 
Varlo vel es concerned to undertake a ynehroni | prog) 
Since that date progress has beet spectacular. Since | ean to 
NPA as director of the Metalworking Equipment Division () 

1951. 1t has been mv task to execute tho portions f the ODM 
tive pertammed te NPA, ito tet 
| rabl Tlie | 0 devel | 

Shipments of the n e-tool industry L11 0 
1} metal-for ’ : a too or the 5 , 
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sv or Moopy. Now 1 rd figure w ] 

\ Berasrrom. Fifty-two. 

1) he 6 month the suance of th ODN direct 1ve A Oo 
1951—J ay lary 19ov the rate of product on ha nearly doubled. 1 { 
Vi i will compare this rate of progress on a chart of mach ne-tool pro 

’ 


auction over the last 


Ji) 


vears you will see that the progress in thi 
period roughly approximates the best rate of progress ever attained 
including the peak of World War IT. 

I am confident th it SO million Can be vided tO the it ach he too] out 
P) it each month through the remainder ot the fiscal vear 195. 

senato Moopy. When you say that Vou mean present dollars, You 
don’t mean inflation dollars ¢ 

Mr. Berasrrom. No; T would say our present dollars. [ don’t think 
our dollar is going to inflate at that rate. I hope not. 

Senator Moopy. SO do a 

Mr. Berasrrom. After all, we have a price ceiling on machine tools, 


too 
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If this production rate can be attained, the total machine-tool out- 
put for the fiseal year 1952 will be something over a billion dollars. 
The total for the 18 months from January 1951 through June 1952 
will be in the neighborhood of $1,345,000,000—this will surpass the 
goal of $1,305,500,000 originally established for that period when the 
defense program got under way. 

That was a figure that was established over a year ago as the goal 
to attain in machine-tool production in order to take care of the tool- 
ing up of the defense program. 

By July 1, 1952, the machine-tool industry will be producing at a 
rate of ata $1.380,000,000 a year—substantially more than twice 
the rate of July 1951 and over four times the rate of July 1950. 

Senator Moony. That has been an excellent record for the industry 
itself. It seems to me the question is to what extent it is necessary 
from the standpoint of the national emergency to go outside of the 
industry. 

Mr. Beresrrom. I am coming to that. I will develop that. I am 
just saying this is the total output which includes every possible 
assistance that they have been able to get from outside because I am 
voing to develop that. 

Senator Moony. As IT would see it, the proper yardstick—and I 
assume you might agree with this—is not what has been done in the 
past, but what is the national emergency and to what extent is the 
expansion, spectacular though it may have been, coming up to meet- 
ing what the national emergency requires. 

Mr. Bercstrom. Of course, what I have stated here is what we are 
producing at the present time, at what rate we are producing machine 
tools at the present time, and the expansion which we are anticipating 
at the rate of $5 million more shipment each month, which is quite 
a comprehensive increase as we go along. 

I will summarize to save time. I might just take a moment here 
to say that, unfortunately, our Government—and I want to make that 
a very broad statement—because when I say our Government, our 
people in our Government did not recognize early enough the 
eau ince of the machine-tool picture when this wide program got 
started. 

That is true because I was on a committee that came down here 
early in the beginning of this emergency, in which we made certain 
recommendations in order to build up our industry to take care of 
this program, and, unfortunately, it did not get the recognition that it 
should. 

Senator Moopy. Whom did you put it before ¢ 

Mr. Bercestrrom. We put it before Mr. Harrison—General Harri- 
son—who was then head of NPA. 

The same information was put before the Munitions Board, and we 
realized that we had to have some certain basic things in onder to 
expand our industrv. Now, we did not get those things until- 

Senator Moopy. When you say “We,” you are talking not as an 
ofticial of NPA, but of your status before you came into NPA as a 
machine-tool manufacturer 

Mr. Berestrom. That is right. The machine-tool industry did not 
cet these conditions. 

Senator Moopy. What were the things that you asked for? 
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Mr. Berestrrou. We asked first for an ove on priority for mate- 
ri als and Cc copene hts so th: at we ec oul | vO ahe: vc and e xpi ind our inven- 
tory without having to go out and compete with eve rybody who makes 
most anything, for m: aterial. 

Secondly, we asked for pool orders—pool orders for machines—so 
we could build up our inventory and get an advance with the pool 
orders in order to help finance the build up of our inventory because 
our in dustry in July 1950 was in probab ly the lowest productive ebb 
that it had hee nin since the de pression. 

Senator Moopy. When you say a “pool order,” what do you meat 
fol the record ? 

Mr. BrerG STROM. A pool order was a adv: ance order p laced by the 
Government for certain types of mac Sinus manufactured by the sada 
try in order to get those machines into produe tion and at a high rat 
of production before they would be assigned to definite contracts for 
manufacturing our military items, and, together with that order, there 
would be an advance payment of 30 percent. 

This is in line with what was done in World War IT in order to help 
finance the build-up of the inventory of the hears. 

nator Moopy. That proposition was made to whom? 

Mr. Beresrrom. That proposition was made to NPA, to the Com- 
merce Department at that time. 

Senator Moopy. To General Harrison @ 

Mr. Berasrrom. General Harrison. 

Senator Mceopy. What was the reaction ? 

\ir. Berestrrom. The reaction was there was nothing done. 

Senator Moopy. In other words, the reaction was zero. 

Mr. Beresrrom. The reaction was zero. There was no, as we say 
In physics, equal reaction. 

Senator Moopy.. Did you ask for anything else ? 

Mr. Breresrrom. Yes: we asked for an overriding priority for 
material. 

Senator Moopy. Yes: but were those the only two things you asked 
for / . ; 

Mr. Berasrrom. No. We also asked after the placing of price sta- 
bilization, for a pricing formula for machine tools that would enable 
us to include in our prices subcontracting costs, overtime premium, 
shift premium, and advance in material costs. 

Senator Moopy. Did you renew those proposals before Mr. Wilson 
when he became Defense Mobilizer ? 

Berastrom. That is right: we did. 

Senator Moony. And he later granted them, did he not? 

Mr. Brerasrrom. He later granted them, but they were granted 1 
July. He issued a directive in July 1951. 

Senator Moopy. And you first put them in when? When did you 
first propose them ? 

Mr. Brerastrrom. We proposed them first in either September or 
November of 1950. 

Senator Moopy. So it was more than 6 months. 

Mr. Beresrrom. Oh, yes. 

Senator Moopy. Between the time that you first advanced 
program ¢ 

Mr. Berasrrom. That is right. 


your 
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Senator Moopy. Were you given reasons why the program was not 
approved by General Harrison ¢ 

Mr. Bercsrrom. The consensus of opinion was that there were 
enough machine tools in the country Lo take eare of the defense 
program without giving the machine tool industry special consid- 
eration. 

Senator Moopy. Did you ever consult the military people on that? 

Mr. Bercsrrom. The Munitions Board was also aware of it, and they 
are the Department of Defense. 

Senator Moopy. Whom did vou deal with in the Munitions Board ¢ 

Mr. Beresrrom. I did not have any personal contact with the Muni 
tions Board, Senator, but it was called to Mr. Small’s attention. 

Senator Moopy. Mr. Smal] Wiis there then / 

Mr. Beresrrom. Yes. 

Senator Moopy. Are you sure Small was there then ? 

Mr. Beresrrom. [am quite sure he was there, or shortly thereafter. 

Senator Moopy. My recollection—I don’t remember the date he 


‘ ( Mir. Sn all came in and stral htened out a rather bad situa- 
tion down there, | dot : remember the date. 
1 i> 1? E ] : a 1] a ‘ | I ‘ 
Ny DERGSTROM. Shoiinil Mm ive bee} | i jittie tater, Dut mean 
twa t it particular per od of time. 


1 


Senator Moopy. You stated the outlines of vour program. Did 
anvone tell vou that they thought vou were asking for unreasonable 


Mr. Beresrrom. I don’t think anybody came out and said we were 


1 1 
asking for unreasonable adjustments, Senato 


I sav that they felt that the urgency of the machine-tool program 
Was not as great as some of the other progra ls, like the expansion of 
the steel ind ry and the expansion of the freight car program, and 
some of the others. Asa matter of fact. it was extremely discouraging, 
beeause as a machine-tool manufacturer we realized that we would 
| te t the mchine tools first before vou could wet anything 
t 

a. itor Moon T obvious It should have been obvious then. 


Vir. Beress M Wi | ini orry, that ! story. We tried in our 


little wa put over that. but ev dently we were not too torceful. 

+ ator Moopy. Yo had expanded production, your testimony in 
dicen 1 vreat extent t | dustry, but still, as Mr. Bover testi 
hed | ie ou would also ti tify. there are heavy demands still 
“ ivery heavy backlog of critical tools which are delaying the pro 
duction of engines and therefore of aircraft. 

The reason Tam asking th s question now is because we are running 
very late and ther anothel committee going to meet in here shortly, 
so we are going to have to vacate. Can you tell us what efforts are 


being made now to increase this thing still further ? 


Mr. Berestrrom. As a matter of fact, in the last 5 months. 5 or 6 
months, we have enco raved and we have helped the machine tool 
industry doa lot of subcontracting. 

Senator Moopy. When ‘you say “We.” you are talking about your 
status with NPA? . | 

Mr. Bercsrrom. NPA. 

Senator Moopy. You have your other hat on. 
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Mii 13) RGSTROM, NPA has helped and has spearheaded the idea of 
subcontracting, and today the machine-tool industry is employing, I 
would say, close to 1.200 subcontractors on machine tools and parts 
for machine tools. 

The total amount of the expansion, the total amount of the ship 


ment of machine tools today can be represented in about over 


iil 
l 


percent of the aetual shipment is being subeo tracted. SO that you cal 


sav that 20 percent of the output of the machine-tool industry is bei 
Th mtracted, and we firmly beheve that that will be up to 30 percent 
by July 1. The hiahest pomt im World War I], the h ohest pont Oo} 
the md try ubcontraet was 20 percent. 

senator Moopy. So you have exceeded vour World Wat 1] l ord £ 


Vir. Berastrom. As far as subcontracting is concerned: ves, Sil 
Senator Moopy. Why did it take so lone to work out t cont! 
het wee} io her anal Ie rad ¢ It took yD mont! ecord ne to pre ( 
POTLA 
\I Derast \I | mNchr er gti | hee iu | f ere n Odete 
nd all of the preliminary dealine ha the tet { { t 
} O] } Tiryie 
Senator Moony. I do not know whether y | it yourself « 
vhether vou were mstrumental or whether you were Just a part 
but vou certainly were involve it lation of t De 
were voll not ¢ : 
Mir. Bercsrrom. Yes, sir. 
Senator Moopy. Will vou tell us whv it was canceled 2 
Mr. Berastrom, Yes: I will. It the function of NPA to pl 
} ane { Gers, that s., TO recone a thr placel ( { ot pool QO} 
} yy 7 ¢ | | ! r¢ ‘ bel Lilt ed Chie { 
p ory rie { sO rt ’ bil V to e.] if ( 
) Oo ? hace ) ( { C al ! ) 1) ( 1O 
} ! ol ier oO} | We Ve } ! ( 
) | DOO ! for { Ot ! nts 
tect t C(rovernment as Tar as the 11 iI { ( 


VI | | ROM 1] il 1 You nis if) 1 } Vv ) l 
j ) 1) TV V0 el t « | © de { rt _ . 

ss to! No ) Did Ou ive TOO MANN Bi l 

\I 13) rrom. Let me eet to that. Senator | evelo] 
Phen, for examp! t summer there v L por rder pl 
CeTTAan number nal an certain type ot renr-y ishit y machine 


ey were placed n anti pation of those machines 
ertain type of aircraft engine. 

That certain tvpe of aircraft engine was cut back because of thi 
ick of need of that particular tvpe of engine as the program devel 
ped ‘| herefore these gear finishing’ machines were not required 

large a quantity as we had, so we cut that back in order not to have 
urplus of a tvpe of machine in the Government's h inds that they 

d not need, 

Senator Moopy. Obviously vou would not want to vet more that 
you need, but my impression has been that Bullards were in very 
cute shortage and there was a very urgent need for them, and J ean't 


ITOSO 52 6 
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Guite understand why when they are months behind in their deliveries, 
you did not go ahead. 

I am not at this point criticizing you for not doing it. I am just 
trying to find out why you cance ‘Hed them. 

‘Mr. Beresrrom. That is what I am coming to. The survey was 
made by the Air Force for a requirement of 13-inch—I want to defi- 
nitely stick to 42-inch Cut-Masters because that is a lot different than 
just saying vertical turret lathes, because there are a lot of different 
turret lathes, but 42-inch machines. 

The Air Force made a survey that they required a certain quantity 
of these types of mac hines in order to do this program. 

At that time it was concluded—and Bullard was the main pro- 
ducer of that particular size and type of machine, and with the pro- 
duction that they had at that time scheduled it would be a matter of 
many months before the machines could be produced in quantity 
enough to take care of the requirement the Air Force set up. 

Senator Moopy. This was when ¢ 

Mr. Bercsrrom. This was in the middle of 1951. I am only speak- 
ing now from what I have learned from the record. 

Senator Moopy. You were not there then / 

Mr. Beresrrom. | was not there then. 

So it was concluded that the best thing to do was to have a sub- 
contract with a reliable concern producing a large quantity of these 
machines, and you have heard the testimony of Mr. Boyer, which is 
Ve ry accurate. 

Now at that time, and as Mr. Boyer mentioned in his testimony, 
when a master mechanic can’t get a machine to doa ad un operation 
one way, he is going to try to find some other w: iy to do it. 

When this particular type of machine was in short supply, the 
method of doing certain types that normally would be done on Bul- 
lard 42-inch vertical cut-masters was scheduled to be done on different 
types of machines. 

Senator Moopy. Could they do it as efficiently as they could if they 
had the Bullards ¢ 

Mr. Bercsrrom. There are a lot of operations on the jet engines, 
like rings, and some of the operations on the discs, and some of the 
other operations on the housing itself that can be done just as well 
and in some cases faster than can be done on a vertical lathe. 

However, there are other opert ations where there is ver y heay y cut- 
ting to be done that is not as good as the vertical turret lathes, and 
you have got to weigh those things. 

In other words, in a lot of cases vertical turret lathes were being 
recommended for operations that required a very slight cut, and you 
had a very large machine with a large cutting capacity doing light 
work. I would say from the fact that you have thin rings for spacers 
and rings for stationary blades— 

Senator Moopy. That is fairly fine work, is it not 2 

Mr. Bercsrrom. It is very tine work, but it is not what you call 
heavy work, : 

Senator Moopy. What I mean is that you do need a very highly 
specialized tool to do that. If it is not ‘done by a Bullard tool or 


that type of a turret lathe, it is going to be done by some other tool 
which may be in equally short supply, is it not? 
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Mr. Berastrom. No. Here is where the difference came in. The 
T lathe was being developed in the summer of last year. One com- 
pany had already shipped a couple of those lathes to a manufacturer. 

Two more companies were in the process of designing machines that 
would be i n production, so that by the first of this year these com 
panies were in production producing these lathes, and by the end of 
January and the first part of February, they were delivering these 

achines to the aircraft indus try. 

(heir rate of production of this particular type of machine that 
would be doing similar work to what was being done on the 42-inch 
vertical Cut-Master was being produced at a very high rate and with 
satisfaction, and in some cases surpassed the other method in the 
production of the items for the jet eng nes, 

Senator Moopy. Are you saying, then, that the need for Bullards 
does not exist ? 

Mir. Berestrom. I am not saying that. I am saying the need for 
is many Bullards as was requested in July last year does not exist 
today in as large a quantity. 

Now. besides that, other firms making vertical turret lathes have 
ncreased their production. For example, King, who in February 
of last year was producing Za month, is scheduled to produce Oo a 
month. Niles Tool Works, who Was hot producing any last year 
because they had discontinued making that particular type of machine, 
are now producing 17 or 18 a month and will be up to Val ionth 
\ugust of this vear. 

Senator Moopy. Of course, if Fisher had gotten into production, 
ley would have out produced the whole group togethe 


/ 
Qt 


t} 


- would they 


Mr. BercsrroM. No. They were scheduled for 50 a month. 

Senator Moopy. Didn’t that schedule call for a greater production 
of Bullards by Fisher than it did by Bullard ¢ 

Mr. Berastrom. Yes;thatistrue. Then, by the same token, Bullard 
nereased the production of their 42-inch machines over what they 
had in February of last year. 

Senator Mcopy. How many turret lathes do you have scheduled— 
vertical turret lathes—do you have scheduled in the next 18 months of 
the Bullard type ¢ 

Mr. Beresrrom. Of the 42-inch type machines for the next 1s 
monthsé Actually on order, 1 will have to give you an approxima 
on. L would say about 538. 

Senator Moopy. So the reduction, the cancellation of the contract 
anceled out more than half of your supply, of your prospective sup- 


ply, did it not? They weye going to make 757, were they not 4 
Mr. Ba rGstrom. ‘The ‘vy were going to make 757 machines, but. vou 
here we have on order about 538 machines. That is rough. I] 


may be off somewhat on that, but the present capacity, Senator, on 
sullard, Niles, and King, and now another company will be coming 
n with 42-inch machines in the third quarter of this year, this present 
capacity we have here, these are the total of machines on order from 
every source, we have open dates on vertical turret lathes as far a 
Niles is concerned in September of this year. 

Senator Moopy. When you say you have open dates, you mean you 
an accept more orders for de live ry in Se ptember of this vear ¢ 
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Mr. Berestrom. In September of this vear. 

Senator Moopy. Are those open dates going to be filled 4 

Mr. Beresrrom. It all depends on what new programs are coming 
through. 

Senator Moopy. Isnt the implication there that instead of having 
an acute shortage of these things, that the shortage does not exist as 
has been represented 4 

Mr. Berosrrom. The condition is this, that the shortage of 42-inch 
type machines does not exist today as it did in July of 1951. 

Senator Moopy. The reason being the substitution of these T lathes / 

Mr. Bercsrrom. The reason being the substitution of T lathes for 


lot of operations that normally would have gone on motor machines 





.* 14 +] } 
or vertical turret lathes 


Phe increase in production as far as the Bullard is concerned, t] 
Creuse hn production as fl ats King Is concerned, the reentry Into 
the market by Niles Tool Works. who for years had been peddling this 


particular Ly ype of machine atickad Q—J0-——— 

Senator Moopy. And vet the testimony iS. Mr. Bergstrom, that be 
vise of the lack of these and other tools, the aircraft program, the Jet 
eCngine program, i ynayag-chernclya is holding the production of the 

st urgent reratt in the entire Air Force. 

Mr. Beresrrom. LT don’t think that the testimony says that the pro 
oral is beige — up because of 42-inch turret lathes 

Senator Mo If it isnt that, ] am glad to know that. 

Mir. Bercsrrom. Tea issure vou of that. 

Senator Moopy. That the program is not being held up for lack of 
1 irads 4 


Mir. Bercsrrom. Lack of 42-inch turret lathes. 
Senator Mioopy. Some of the an schedules are behind. Mr. Bove 


lestiies just a few minutes avo that these schedules are behind bye 
~t f the Iael of tools, and he mentioned this as One of the types of 
} 1] ] 1 ! ] , 
LOOIS yea car’ Holding up the schedules, 


Nir. Beresrrom. My under tanding was not that. 


Senator Moopy. What was vour understanding 4 


Mir. BerGsrrom. My und standing wasthat he said that the aireraft 


dule was b ng held up for certain types of tools 
mse] or Moopy. Yes: hecertaintly said that. 
Mr. Bercsrrom. That was my understanding of his testimony. | 


dont think he specifically spelled out that the 42-inch vertical turret 
leat hae was one of them. . 

Senator Moopy. Do vou feel, Mr. Boyer, that the 19 inch turret 
lathe is one of the items holding up — 

Mr. Boy I R We have rotten away frome he philosophy of the whok 
idea in the first place. The mere fact that King, relatively unknown 
in the VTL field, suddenly blossomed forth and is now an important 
factor: Niles, which is a machine-tool builder, gets back into that 
— There is a great surge in it, that means that there was a 

‘at demand for it or they would not have voluntarily gone out after 
ae 


There area lot of substitute machines, but vou can substitute a pick 
up truck fora 5-ton truck and eventually you get the job done. Is the 
substitute as eld ? Why did they want these in the first place ? 

Senator Moopy. Do you think it is? 

Mr. Boyer. I don't know. 
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Mr. Bercsrrom. Of course, I can’t agree with you, Mr. Boyer, and 


I don't want to get into a controversy with you. 
Mr. Boyer. You see, there is a difference. 
Mr. BERGSTROM. I certainly don’t fee] that it is vood econony to use 
toh truck to pick ipa half ton load, If Vou have vot a half To! 
k to do the lob, | don’t think it is as vood, and that is exactly Wi 
LT am trying to bring out here as far as lathes are concerned. 
Now iS far as the spacer rings, as far as the standard blade rings 


hel 


} 


oncernedt on the et engine, the most power you Can put to that 
EV ye ot a cul ~ only about 10 o1 iy horsepowel evel oh the | 


| weuvViest 
rough cut. 
Mr. Borer. What Tam pointing out is that down the road we ive 
t these bie jet engmes that [ know a Coll Yr Wheel ra 14 \ 
ows it or not. I am trying to lock th efore the he 
\l Ber ST] Ml \nd tf vol lo that then vo ire GO r to have 
t 0 VIFEC! l tf \ Ol Y yr to be bie enoug 
| e Cal ot it 
= r Moopy. Are e dong anyet yr al t that? If ther 
eine com y¥ Tora still ove) C tha t ( ire We KIN 
particular \ betore the hon ( out 4 
Mii Ber STI \I I hi c th | | « ( | I 
( wt) - il il Dea -D f today l ‘ ‘ 
being built r ( nehe 
s or Mi yr DD \ ive a greiut W 
ea } 
\i B ( \I i ! } Era Nee ‘ | 
j ' 
' 
‘ LK 
\ | i } ‘ 
? l ( ‘ ) 
~ \] D I BB 
thy | 
\ \ ) 
im ( \| ry. ‘ 
j ) 
\7 | i 
i 
S or M | \ 
( } . % \ 
\ly bart I \} | ely 
4 \ \\ ( 0 ) 
\| Bri I ! >] i r \i 
- tor Moony. Whe fh G3 Munitio B ‘ e 1 
( 
Mr. Bercsrrom. The letter came, I think, from General Grisy 
ym the Munitions Board. 
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Senator Moopy. I have just been handed my fourth note indicating 
that the District of Columbia Committee, which happens to have 
the primary jurisdiction over this room, is holding i meeting at 
2? o'clock, and I know that they want to start on time, because the 
Senate 1s going to meet at 2: 50. 

I am wondering whether we could ask you to come up for a half 
nour tomorrow morning. We will pul you on first. and we won t 
keep you sitting around all day, but obviously we have not exhausted 





this situation. 
Mr. BeRGSTR M. No: J have not had a chance LO tell the Story ] 


lly waht to tell. 

Senator Moopy. That is right: and I think it is important that we 
do get your story; so if you could come at 10 o’clock im the morning, 
we would appreciate it. and also the other witnesses that were sched 


| for this morning will please return tomorrow morning. 


Liietdl 

Mr. Boyer, I do not know whether you are occupied tomorrow 
morning or not. 

Mr. Boyer. Iam unoccupied if vou wish me to be here. 

Senator Moopy. We will meet tomorrow at 10 o’clock in this room, 
unless we can get a room in the Senate Office Building. I will try 
t room 325 or 457, if available over there. 

; 


(Whereupon, at 1:45 Dp. Mm... tue subcommittee adjour ned, to recon 


vene at 10 a. m., Friday, February 29, 1952.) 


I’ RED S&S (I s ) »> RY SWAN FE. Beresrrom, DIREcTOR, 


Ser r Moo has ked me to testify on steps taken to expedite the machine 
portuni oO Gise with the subcommittee this 
‘ ) 1 Ol ( s which 1} 
ht ! 1 W h Ww t T consis he ite rie 
I t lie | the first he vear—the report 
s ! a) I ( i t I Def P 
i vha h t ‘ t 
IX ! ft I he l nd j 
‘ ty n ad t] t hat i 
) { { steps ( ed | zt ©} { nd 
i Lan ide since \ - S 
hrol the G } Phe el é 
nand produ on of machine Ols 
I i i el 0 ed th l Dowe 
ped. This was realized in World War TI 
ne-tool industry was considered a bottleneck to our entire wa 
i ( st f was complete Even after that, when the 
lv done the job and we were faced with 
; hine-tool industry became a bottleneck 
icular problem wa olved So, we must realize that until we 
hey ipletely tooled up our defense projects, certain machine tools are going 
short supply and will be a bottleneck to the completion of the 
; they are delivered However, I feel that we are well on the road 
breaking of Sit chi ool bottleneck and that we have the industry 
speeded up t tempo that is about as fast as it can accelerate 


Past. current, and project d produc tion levels 


The turning point in the ttle to expand machine-tool production came in 


1 hatt 
July 1951, when the Office of Dofense Mobilization issued a directive ordering 
the various agencies concerned to undertake a synchronized program. Since that 
date, progress has been spectacular. Since I came to the NPA as Director of the 
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Metalworking Equipment Division in October 1951, 
those portions of the ODM directive 


t 


has been 


Tis 


Vhich pertained to the NPA 


task t« 


ind to l 


additional steps which became desirable as the tuation developed 
Shipments of the machine-too!] ndustry, including metal-cutting and mi 
forming machine tools, for the month of Januar 152 were pproxi 
These are preliminary figures, since 1 ts f al a i 
vet been received © that the total may eve ‘ l 
‘ he « moared witha little over S2o millis f l Y) 
“ on for Julv 1051 
[ he ( nths since t] | inee of the ODM dire \ l 191 
Wy the rate f production has neal doubled re th 
‘ on ! f machi ( prod ! ( () 
that the nrogress in th S pel Md roughty ippro t h é ‘ 
ned, including the neak of World War II] 
Ia mnfident that SD million can be added to the hine 
h through the remainder of the fiscal vear 1952. If tl produet I 
[ ned, the total machine-tool o iput fo he tisca veur | 2 WV I 
ng é i b on dollars The total ft the 18 mont! f Janu | 
} neh Ju 1952 will he in the neighborh d of $1.845.000,000 + 1 WW 
the goal of $1,805,500,000 originally established for that per 1 when the deft 
ral t under way 
By July 1, 1952, the machine-too dustry W I producing 
md SLSSO000 000 ave ubstant vy more than t e tl te of J 
! 1 ¢ ur { erate of July 1950. Lever ( ( nt for 
( e! ! figure compares fa rably with the pe \ i \ lI | 
C7 10.000.000 achieved in 1942 
} rhich cont haut ito? @) ( product 
Government actior ken at t] nstance of NPA have ce 
ndid eri I i ( Vv the a l hu 1] 
/ A p t ‘ I a ~ ‘ 
af | \ 1 
{ 
i 
pP | ( ( 
( ! \ ? ( NI 
ad ! 
} ad ( ~ 4 ( ~ ( ¥ , 
{ , ( 1 } ff; j } ‘ y ’ 
Ihe Defer Dey t } é d en of t) ‘ 
( { ‘ e-t I u ( re 
me ine 186 4 er , of NPA. w . intel: nil 
(ff Defense Mobiliza the Wage Stal ition B qd is giving ] } 
I t pplications from the machine-te I r wage increases neede 
f n sk | manpower in competiti« th other defens I strie 
( Subcontracting The machine-tor ndustry re ed that a quick way 
ncrease production was to sub tract parts o1 hole mac} sf elated ind 
trie it had lost part of their nort busines t g } iteria 
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With the assistance of NPA, subcontracts have been placed with 1,200 companies, 
over a thousand of which employ only 5 to 50 men each and would certainly be 
cousidered small businesses. ‘These subcontractors now account for more than 
’0 percent of the entire machine-tool output, or a higher percentage than was 
ittained through this means at the peak of the World War IL program in 1942, 


Steps which are being taken to sccure machine tools from other sources 


In addition to expanding the production of new machine tools as rapidly as it 
an be done, we have tuken or are in process of tuking steps to secure second-hand 
machine tools that are in usable condition, and to explore foreign sources of 

achine tools. The important reservoirs of machine tools that we are seeking 

up are the following: 

(a) Service reserves.—The central inventory of machine tools held in reserve 
\ I three armed services was placed at the disposal of NPA by the Munitions 
board in January 1952. These machines are being substituted wherever possible 
for new ones that will take many months to deliver. A good deal of work remains 





I 
be done in developing adequate records and descriptions of these tools and 
eir exact locations Piiis is being carried forward by the services 
chine tools in the hands of educational institutions,—Under an agree 
nent finally entered into between the Federal Security Agency and the Depart 
el Defens Jnnuary 1952, under the urging of NPA, a procedure has been 
( yi recovering machine tools in the custody of educational institutions and 
r assigning them to defense projects. Mr. Jack Woll will cover this phase of 
he program more fully 1 his prepared statement. 
/AUpPANese MISSIO} A special mission has just returned from Japan, where 
reparation were inspected and the capabilities of the Japa- 
e- Lor d y were surveyed Mr. Clark, who headed the mission, 
) you a pl midtie report on that subject. 
d) Used and importe cl too An undetermined number of used and 
machi ools and tools imported from other countries are at present in 
nds of dealers in order which will provide a current inventory of these 
and permit NPA to treeze sales for a brief period to permit inspection 
il) purchase iis be pproved by the properly constituted industry 
! ttee nnd b e interested divisious of NPA. It will be issued 
\ ] wa / 
‘ ‘ / ‘ 
{ ed aete ( Lhd Gelese Lipepror industry 
Nd i) M i \ ( L Supp el Vy ore \I-+4+1A ive virtual 
. rT pune i im i iry exce 
| ‘ purposes and for the production of B prod s that enter ito 
Miu CCOVE d ohr educatiol il tions and tools trom the sey 
s . SLrip i lee t i ors or airectly to Cit ry 
il control ovel sed and | ed machine tools will be 
‘ ‘ ‘ t ‘ ( ( ul 
. etog 
\ cil SI e J it Chief Statik ana i rmed services 
t prog Cx] eir nee 
\ I t ! } bade das iti 
t lil ) Sri ili iit - 
roa oll l | Hh a ri l 
‘ ( ‘ Trees lie ¢ ess, ] interest i} 
Z I t ! { i hh been walt 
) ral Our er-all backte today 
| { | x Li ( I ustry oulpul Lh colipares 
i I provene {  Thionth l the a i\é 
Mloreove wil rhe ¢ ( tioh of be 
ding special macnines, the majority of the 
vu I iy Ww i e open dates in about 12 months and under 
W ea proportionate further improve it in the delivery 
Conne ( ‘ Chiat as COl sed the public appraisal of the machine-tool prob 
‘ \ i est i l most complic ited special-purpose 
ton esigned for ew | Cs of Weapons such as jet planes, require 1S to 24 
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FRIDAY, FEBRUARY 29, 1952 


UNITED STATES SENATE, 
SUBCOMMITTEE ON MOBILIZATION AND PROCUREMENT, 
OF THE SELECT COMMITTEE ON SMALL BUSINEsS. 
Washington, dD, g. 

The subcommittee met, pursuant to adjournment, at 10:10 a. m., 

room 303, Senate Office Building, Senator Blair Moody (chairman 
of the subcommittee) presiding. 

Present: Senator Moody (chairman of the subcommittee). 

\lso present: Charles M. Noone, committee counsel, and William 
D. Amis, investigator. 

Senator Moopy. Mr. Bergstrom, will you resume the stand? You 
were just in the middle of a statement when we adjourned yesterday. 

Mr. Beresrrom. Yes. 

I wonder if it would be satisfactory to the Senator to allow Mr. 
Clark to testify first, since he has only one possibility of getting out 
of Washington. 

Senator Moopy. You want Mr. Clark to take the stand / 

Mr. Berastrom. That is right, if that would be satisfactory to you. 
I would like to have you examine him first, and then I can carry on. 

Senator Moopy. Yes, indeed. Is Mr. Clark here ¢ 

Mr. Berasrrom. Yes. 

Senator Moopvy. Mr. Clark, will you give your name, business, and 
position with the Grovernment, please 4 

Mr. Crark. My name is Noble B. Clark. I am export manager 

he Warne & Swasey C'o., a machine tool builder of Cleveland, 
Ohie 

| dn now Chief of the Foreien Requirements Division of the Metal 
working Equipment Division of the National Production Authority. 

Senator Moopy. Do you solemnly swear the testimony vou are about 

» vive be fore this committee will be the truth. the whole truth, and 
noth ne but the truth. SO help you ( rod é 
Mr. Ciuark. I do. 


TESTIMONY OF NOBLE B. CLARK, CHIEF, FOREIGN REQUIREMENTS 
DIVISION, METALWORKING EQUIPMENT DIVISION, NATIONAL 
PRODUCTION AUTHORITY; SWAN E. BERGSTROM, DIRECTOR, 
METALWORKING EQUIPMENT DIVISION, NATIONAL PRODUCTION 
AUTHORITY (Continued); AND HAROLD R. BOYER, CHAIRMAN, 
AIRCRAFT PRODUCTION BOARD, DEFENSE PRODUCTION ADMIN- 
ISTRATION (Continued) ; ACCOMPANIED BY ROSS LANGDON, DIVI- 
SION COUNSEL, METALWORKING EQUIPMENT DIVISION, NA- 
TIONAL PRODUCTION AUTHORITY 


Senator Moopy. Will you tell us what your responsibilities are with 
the NPA? 
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Mr. CLARK. My responsibilities have been twofold: Assistance ilk 
the distribution of the machine tools which have been allocated through 
order M—41 to the NATO countries, and to act as a consultant on the 
imported machine tools that are coming into this country, based on a 
background of some 18 years working with continental and European 
machine tool builders. 

Senator Moopy. You are in effect the director of exports of machine 
tools and the imports; is that correct ¢ 

Mir. Crank. Well, foreign activities; that is right. 

Senator Moopy. Let me ask you first a question about our policy 
with regard to exporting machine tools at a time when they are in such 
critical demand in this country. What is our policy in that regard ¢ 

Mr. Crark. Our policy is set down in a distribution order called 
M41 which allocates 70 percent of the production of the American 


machine too] industry to our service groups 1 varying percentages, 
depending upon the size and type of machine. The other 30 
percent——— 


Senator Moopy. Let me ask you this: You mean that M—41 allocates 
machine too] > among the services: that is. the Armed 

Mr. Crark. Our own Armed Forces. 

senatol Moopy. Su h as the Air korce— 

Mr. Cuark. The Air Force, the Navy, our Army, Ordnance, and 

forth. 

Senator Moopy. And do they do that on a flat percentage basis ¢ 

Mr. Cuark. Not exactly flat percentage basis, because it varies de 
pending on the type of machine tool, because certain services may o1 


hiay not require certain sizes and types of machine tools, and so that 
a 


necessarl lL Varlabie. 

Senatol Vio De \\ ell. 1s th rea ven rial range for thie Services / 

Mir. Berestrom. Excuse me, Senator; perhaps [ can answer that 
i t | 


Senator Moopy. Will you, Mr. Bergstrom 4 


\ Orde. {| al ~ designed To) th disti hy ition Of Ihae! 
bactured in this country. 
» | Ol he mia | tool output tO the services, as 
Nir. ( ( 
| ( He Dee] iss1oned O tiie eCTVICE has bee! 
wes of various typ ind sizes of machine 
_ it Lor Lhd a those 1 ohiy between 50 and 40 percent 
yeach ot Sel eS ¢ 
Nin LB RGSTROM. It ail (| pehas Ol the TOT E ral s1Ze and type ana 
( ‘ lem by these various services for this pan 
{ | (vp ind SIZ* of tool 


} } 


Now. lor example, if t it 
\ hich the Munit ) 
' } 


} 
fe OT LOO! ANA G1Ve, We Wil 


a i 


istorical pattern has been determined to 
s Board can refer to, they may take a certain typ 

Say, ran pereent of it tothe An Force 
adi percent to the Kneineer ( Ops and 15 percent to the Ordnance, 
! ! It ull che pel dls Upon what the determinations are that 


eer, DVaCE 


Senator Moopy. Weil, yesterday Mr. Bover said they took the 
tools and gave one to the Air Foree. | belheve, and gave one to the 
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Army and one to the Navy, and so on. | wonder if t Was vour pul 
pose to put them out on the old basis of 
Mr. Bercsrrom. No. And, incidentally, the percentage is revised 
every 5 months. 
The reason for that is that the demand pattern for various siz 
and types ot tools Tay very Ce nsiderably with nas months’ perl a 


depending upon whi h of the services is having heavy commitments 


t; thiat particular tool. 

So, when M-41 started out the Munitions Board set up a percent 
yore TO! each code and type and ize of tool that was be vo purchased, 
ind they set up a percentage that was determined from the « x perience 


World \W i IT, ‘| hat was the first eroup of |e reentages set up. 

Phat. of course. Was not realistic beenuse the patter) ot pure hase 

nachime tools in this defense program ise tirely cl fferent trom 

e pattern of World War II. 

"| en in December it was re\ sed again ana ar attempt Was Tade 

follow a pattern of the purchases of the tools so that whoever had 
been a heavy purchaser of a certain size of tools probably got the 

rest percel tage. ‘| hat Was hot followed entirely, but there Was al 
pproa h toward that system. 

Now. the revision ot the exhibit B. as we eall it. in M 11 is abo { 
ready to be made aval and we are planni On reestablishing the old 
distribution method that was used in World War Il, known a EK (1) b. 

Now, EK (1) bis the distribution method that was found to be the 
miost practical method of distribution of the tools amo} Ost the services 
of the 70 percent we could possibly vet, so we would use a realistic 
pattern of percentage distribution that IS indicated by the purchases of 
the tools. 

sennutor Moopy. The intent of my question, Mr. Le roestrom, Was 
uply to be sure the system of slicing it up three wavs is not followed 
hout consideration for the urgent nee ds of one service ns against 

nother, 

Mr. Beresrrom. Yes, sir. 

Senator Moony. Because, as you pointed out a moment ago, the Ai 
Force might need 70 percent of a certain type of tool while the Navy 
ight only need a few of that particular tool, and if they were all 
ced up three ways there would be improper di tribution of crit 


tools. 


Mr. Berasrrom. Yes, sir. 

Senator Moopy. I have been told that there was a tendeney in that 
direction and I deduced from something Mr. B ver said yesterday 
that there was a tendency to start with, sav, the Army and then give 
hem to the Navy and the Air Force, so as to rotate it. . 

Mr. Bi RGSTROM. | would Say that if you waht to vet the record com 
plete that you should include in the record a Copy of the NPA ma 
chine-tool order, M Al, amended. 

Senator Moony. Will you furnish that for the record, then, please ? 

Mr. Bergstrom. Yes. 

(For text of NPA Order M-41, amended, see p. 102.) 
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Senator Moopy. Mr. Boyer, yesterday did I misunderstand you when 
I thought vou made some reference or statement that this was a three 
way split ? 

Mr. Boyer. Perhaps I should elaborate. 

In the so-called “brickbat” category — is no differentiation. 
There are very few projects in the so-c alled “brickbat” category. All 
of those are presumably given the same high priority treatment. 

However, below that category, from one to three down to 275 or 280 
of the less important items, the No. 1 item, T think, is an Air Force 
item: No.2 isa Navy item: No.3 is an Army item. Then. 4, 7, 10, 13, 
and down the line are Air Force: Y. 5. 8, 11. and so forth, is Navy 
3, 6,9, and so forth, are Army. 

Now it looks to me as though each one got a crack at one of those 
without any regard to the over-all effort. 

Senator Moopy. How about that Mr. Bergstrom / 

Mr. Beresrrom. Excuse me: he is talking about something different 
entirely than I am. I am t alking about the dividing up of the 70 
percent of the machine tools to the various services. For example— 

Senator Moopy. Well, 1 believe that is what he is talking about. 

Mr. Boyer. IT am talking about the relative importance attached to 
the particular program which is designated as No. 5 and No. 7 and 
No. 10. 

enator Moopy. Well. is that not machine tools—— 

Mr. Bercsrrom. No; he is talking about something entirely dif 
ferent from tools. 

Senator Moopy. All right. 

Mr. Berasrrom. We are talking about Order M—41 which tells how 
the various segments of the 70 percent of the machine tools produced 

re divided between the services. 

He is talking about the rel: ative urgency for certain contracts or 
projects in the services, which is an entirely different thing. T am 
eoing to go to that later on. 

Senator Mo MODY. Well, Mr. DBerestrom, how are you going to tell 
what the relative amounts to be @iven to these various services are 
unless you first have the list Mr. Bover is talking about, which doe 
set up the urgency as among the projects? 

Mr. Beresrrom. You do not need that, Senator, for this reason 
that the number ot tools that have been purchased or are on orde! 
is already on the record as far as the number of items concerned. 

Supposing, for example, that there are 100 of a certain type of 
tools built in 1 month. 

Senator Moopy. Yes. 

Mr. Beresrrom. And the record shows that the Air Force has taken. 
we will say, 60 percent or 60 of that 100. That 100 represents tools. 
it represents the number of the 70 percent—so that the Air Force ther 
shows that they have or they require or have orders requiring 60 
percent of that 100, that is their portion of that particular type of 
tool, of that type and size that is going to be manufactured that mont! 

Now, then, when relative urgency comes in for a certain tvpe of 
project and if the Air Force is ti: aken, the No. 1 of the Air Force’ 
projects W ill have the No. 1 pr lority of that ee of tools the Vy Tee “| 


\ 
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Senator Moopy. In general, what was the percentage that the Air 
Force or the Army or the Navy got’ If what Mr. Boyer says 01 
what I understood him to say is right, it would seem to me that if 
vou have a rotation to the Air Force and the Navy and the Army, 
does that mean that we are going to have it divided up about in three, 
even though your Air Force may have a shght priority here and 
slight priority down the line; in effeet, have you not divided it up 
nto three / 

Mr. Beresrrom. Well, you always divide it into three when you 

ive gol three participants. 

Senator Moopy. Yes: into three roughly equal components f 

Mr. Beresrrom. Oh, no. It varies all over the lot. 

Senator Moopy. It does? 

Mr. Borer. The average is pretty close. 

Mr. Bercsrrom. No; I am sorry, Bill. The average, if you ar 
going to tuke the average across the board, is about or just a litth 
it—practically half goes to the Air Force. 

Mr. Boyer. That may be true up to date but i early a NAL 

s about 38 percent. 

Senator Moopy. Thirty elghit percent to the Air Force / 

Mr. Boyer. Yes. 

Mr. Bergstrom. It is very hard to give an exact answer for this 
reason: ‘Take a planer, that is a machine 9 seaiga the Air Force 
may only take 2 planers out of 350 and the Nav \ needs 15 of those 30 

Senator Moopy. I understand that. 

Mr. Berasrrom. On the other hand, on the tracer type lathe. the 
\ir Force m: iv get ov percent of that 70. It varies all over the place, 
0 it is very hard to pinpoint down exactly how this whole production 
of the entire industry is divided. 

Senator Moopy. Now, it appears that this division between the 
Ari Vv. Navy .and Air Force, that does look as if-— 

Mr. Berestrrom. Could we go into that? I have veal down here. 

lator Moopy. All right. 

Mr. Breresrrom. Frankly, that is the key to the whole business 
that is the key of the whole distribution system ot it, and I think we 

ight to go into that in detail because that is, I think, a ve ry import: Lit 
th ng to discuss. 

nator Moopy. | do. Loo, 

Mr. Bergstrom. I just wanted to get into the M41, because I didn’t 
want Mr. Clark to get involved in this. 

There are still 30 percent left—— 

Senator Moopy. That is what I was going to ask you. The armed 
ervices get 70 percent. Who gets the other 30 / 

Mr. Berestrom. Oh, I tell you, it is divided among everybody else. 
Atomic Energy—— 

Senator Moopy. How much dothey get / 

Mr. Berestrom. There is no certain percentage. The 30 percent 

iI] groups. Atomic Energy gets their portion ; machine-tool builders 
get their portion; the foreign common NATO 

Senator Moopy. How much does NATO get ? 

Mir. Berestrom. There is no percentage set up for that. 

Senator Moopvy. Well, how much—what is the actual allotment ? 

Mr. Cruark. There are no actual allotments because there again o1 
certain types of tools the NATO countries take the full 30 percent 
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because our machine-tool builders have no requirement for them nor 
the Atomic Energy Commission nor all other groups. 

The 30—it is a case, first of all, where you must have a rating to get 
into that group. 

Senator Moopy. You must have a rating / 

Mr. Crank. Absolutely. 

In other words. there is no free group. 


Senator Moopy. There are no machine tools going to nonrated pro 
duction / 


Mr. Crark. No,sir. They must have a rating. 

Senator Moopy. So. vou have the armed services, the Atomic Energ; 
Commission, the machine-tool indust ry itself, and NATO, and—— 

Mr. Cuark. And what we call “all others.” 

Senator Moopy. What would a couple examples be of “all others” 

Mr. Bercstrom. Mining machines. 

Mr. Cuark. Mining machines: Petroleum Administration. 

Senator Moopy. Now, under NATO, are any machine tools at all 
being used there for other than military production ¢ 

Mr. Cuark. Yes. There are criteria for judging a priority which 
neludes such things as completing former commitments. If it 1s ina 
category of being almost comp lete, : 1 power project for exaimp le that 
the ECA has started in a particular country, Italy or Austria or some 
where, and they need two or three machines to comple te that project 
and it would make a small percentage of a very large amount, there is 
a criterion permitting us to rate that particular order. 

Senator Moopy. How many of those type of orders have been rated / 

Mr. Crark. It is almost negligible. 

Senator Moopy. In other words, this is not a major percentage of the 
oO percent ¢ 

Mr. CLarkK. No. 

Senator Moopy. How many of that type of foreign order have you 

ited in the last month ? 

Mr. Crark. Well, I have been in Japan in the last month and I have 
not picked up the figures, but it has been very small. 

They are primarily in the foreign automobile category, which are 

all held up at the moment: we are doing nothing about them. 

I would say that it would not exceed 2 or 3 percent of the over-all 
foreign allotment, and the over-all foreign—as just a g@uess—would 
he 20 percent, the other 10 being for the machine-tool builders and 
Atomic Energy. 

Senator Moopy. You mean 20 percent of all the machine tools are 
going abroad ¢ 

Mr. Cuark. Yes, but for NATO country programs. 

Senator Moony. I see. 

Mr. Crark. If approved by our own Department of Defense. 

Senator Moony. Twenty percent of our machine-tool production 
is going abroad, chiefly for milit: iry reasons. Is that right? 

Mr. Ciark. Chiefly for military reasons. 

Senator Moony. ‘All right. 

Mr. Ciark. And that is a heavy “chiefly,” too, that is 95 percent of 
them at least. 

Senator Moony. You say that only 2 percent of the 20 percent 
would be going for other than milit: ary reasons abroad; is that right? 
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Mr. CLARK. No: Lsaid2 percent of the over-all. 

Senator Moopy. Of the over-all shipments abroad / 

Mr. Cuark. Of the over-all shipments abroad, yes. 

Senator Moopy. So that the export of machine tools, if I understand 
your testimony, for nonmilitary purposes abroad, is less than one 


ie United 


1 
t 


lf of 1 percent of the total production of machine tools in t 
States. Would that be a correct statement / 


Mr. CuarKk. I think that is just mel 
Senator Moopy. That is rioht ¢ 


: ’ > 
Vir. Cuark. That is absolutely right. 
\loopy. Are Vou hip YY anv ma e too] tr) , 
: : , 
ers OF alllomMOoDiles 1h Torelgn countries ¢ 
Mir. Cl kK. ( bul nid 
. s ' 
} LOO j ) i) | \ I ( i ij 
) ts 
( if ( ind) D ele | 
i (I Ot [pa \ i i 
i 1o) i qT 
\ \l os Wel ] ly ey 
( | Ted “stiite 
\ ( c | i fi tian ready } et i l ie 
} ' 
\ 1d i Lit Ouida { 1} La La 
“=| } l Vloopy | ie} iis 1] maicdh «ove 
: ' 
1 COULG De ea 1 ft ( edi States 
} } 
Nii J RK. | » él utol ) CQ] pa \ Onda 
1 
senatol Moopy In no ¢ ¢ 
LT T 
i I I i > ¢ tia ( }) i 
( ( , ‘ + (i ! 
i 
) ( ) l \ i 
( | mrigol \ ii ra pct Tel } 
te. \I y 1 \ ! ( { ! \ 
T 
( ' | i { S O} | i i> i 
( t l i y ¢ ] ( ( (| tO 
’ } } ' : 
me that thie laradship wold have l e very a adeed bel { 
} 1 
pped Whine Toots ibroad. 
Mir. BerGsrrom. May | inject a statement ! 
Senator Moopy. Yes. 
| > ry. ‘ ] = ] } } 
\ir. Bercstrom. The same treatment is ben Y accorded the hard }) 


XS for our domestic needs, 
Yi Hust remen ay rthis, that the amendment to \I } | w I iv ha 
ited that no machine tools can be shipped atte Septenil i he unite 


} 


had a ratings 


did provide in there for hardship cases where a piece 
Ol eq iipment of il sper ial design and nature, if it was a hard 1} ~ for 
the builder to not complete the machine because of the investment he 

ad in it due to the order, he could appeal lo NPA for a release to 
complete that machine, and that has been done ina number of cases for 
our own automobile people. 

seenuatol Moopy. For our own automobile people / 

Mr. Berestrom. That is right. 

Senator Moopy. You mean that they have 

Mr. BERGSTROM, I mean for mach he tools that are bell wr St) pped 
Lo automobile companies. 

eenator Moopy. IL see 


9T630 52 








94 
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Breresrrom. And, of course, others, too. We did not single out 


any particular industry. I am just saying that just to show you 


that the 
export, 


cot 


same treatment that has been given on some few cases for 
that same treatment has been given our own domestic people. 
Senator Moopy. Is that model-change tooling, or what 4 

BERGSTROM. No. You see, you miust remember this. We have 
a number of different types of machine tools. We have got 


machine tools that are standard tools that can be built from desien 


over 


On. 


and over again, ike a milling machine or turret lathe, and so 


have machines that we call semi- or single purpose that 


are built in very small quantity and that may be changed in order 
todoa certain type of operation. 


j 
built ¢ 


Tice 


0 


Tr ols: 


i= 


~ NM 


we have the very special machine which is designed and 
spec li lly for the job a nd Mia neve r be brilt aoain and Can only 
= for that s spec ific job, and on ees machines IT would say ~~ 

‘very machine we have given hardship assistance to throug! 

as been of that latter category. 


*Moopy. Could vou furnish the committee with a report on 


1} wtchine cases have been approved ¢ 

BERGSTROM, [ think we can, Ves. We ha vea record of it. 
Senator Moopy. I think that the committee tac | like to know. 1 
l\ Senator here this mornin cr, and we would lke to have it 
her members. 

DERGSTROM. You would like a documentation ot every case ? 
Senator Moopy. Well, are there very many of them? It would not 


1 extreme hardsl » to document them. 


seRGsTROM. No. IT mean, Tam just asking if vou wanted them 


ae ear ae oe ad ‘e nie 
tg vou want the history, ol Just the tvpe ol hiachine and 
Moopy. The pe of machn ul where it was sent 
‘ . Ere } } 
serGsTROM. Certainly. IT would be very happy to do that. 


\oopy. TT} ynik you. If ve csp) haan h that. J would like 
(List of hardship enses UpPproy d under M-41 furnished 


i { 
l retained in its files.) 
. Clark, we were talking about the policy that vou adminis 
ng the export I think vou cleaned that up fairly well. 
! tly } le a sul Vey ft machine tools, the supply inh 

lke I ( 
e| ! | e le ] Japay that could he well 

United States? Il think nv statement was made there are 
machine tools there that we need | threat correct ¢ ‘ 


Rik. We arm “cha | surveyed the aval ible record before we 


Japan. ‘1 he epari it) ms accounts showed YOO O00 machine 
were roped Ot for sutentia il reparation purposes. } 
Moopy. Two hundred thousand were in Japan that were set 


ible reparation ? 


ink. Possible re pari ition: right. Those had eountrv origins 
pacture, five prince) pal ones; mostly Japanese home-made 
American, olka. German. and Swiss. We were primarily 


n the American tools. 
loopy. How many of those 200.000 tools were American 2? 


‘RK. Seven thousand, by the records. 
Senator Moopy. And the record on the German and Swiss— 








MACHINE-TOOL SHORTAGES 


Mr. CLiark. Well. we were not interested in them. 

Senator Moopy. You were not interested 4 

Mr. CLARK. We were not interested in them because they are ay 
able as new tools, as imports, if we want those. 


Senator Moony. Well, I am wondering why you would not be int 


ted in some of those. 
Mr. Ciark. Well, we are buying Swiss and German machine 
is new machines coming into this country. 


Senator Moony. That is what Ll understand and that is whv I ask 
1) stead ot buying, why could you not cet from Japan those tools 


reparations 2 


Mr. Cuark. Well, these are of old vintage, prewar, There will 


iry to be made to them, and those would have to be made at h 
] 


id they would have to be made by the machine-tool builders, that 


the actual parts. 
his was an emergency thing We wanted American tools b 
e could get parts quickly in this country. 
Senator Moopy. Well, I ean see Whit you W inted America 


hist. but here we are a critical shortage in machine tools, as 
, } 1 
| donot KNOW whether Vou were here vesterday or not. 


Mr. Crank. Yes, I was. 


} 
mariler very ¥ 


Senator Moopy. As Mr. Bove brought out ¢ 
ficulties that the manufacturers have, manufacturers of the 1 
ritical types of aircraft, for example, who cannot get machine 
rapidly. 
No ow many of tho ) lo vou think can be ed af 
Jap né 
Mir. Crank. We were very disappoint nt We ce { 
on the { il ite tlre =t of hie] ead to \ 
i be \ ] » 5 I) 
i ‘ 1} | t\ \ { 
»f tego \ ( { ( \ () 
i, \I DY. \ ( OE ( Te |? 
Mr. C1 K. The reco endatis } ) 
} W hie \ | 
{ Iw 1 11 ety 
\\ til ie ( Ulf ( Is OT 
( lity ’ ha ‘ 
{i¢ should } ed those ( ] \ } ] } 
‘. ito? \I WOODY You i ou discovered vera rhedye - 
\I ( RK We « Vere )] } \ rag 
[ \) ( im tool 
Senator Moopy. Did you say a minute ago you had discov 
‘ , rial 2 
Mr. Cy RK No | honuled ( rn ( } If | \ 
| \ lL cor ect {| nt } rote ( 
\ py. You Vy vou | ) ! ( 
{ that correct ? 
Mr. Crank. We inspected 26,000 tools, to find Amer n te 


OO] NMioopy. | sce. 


\ be missine parts and certain alterations and attachme) LS neces 
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Mir. Crark. Now, those were a prescreened group of tools, screened 
for us by our own authorities in Japan for the American machine 
Too X 

I) other words, we visited only the warehouses where it was re 

wded in advance we had the best opportunity of finding American 


tool 


ihere may be some warehouses that are loaded to the top with 
al nese mia hine tools. We did not look into them. 
: itor Moopy. And you were looking in this emergency for cer 


tvpes of American tools— 
\I * CLARK. That IS T1o it: thev cannot use thie thers. 


itor Moopy. And you say vou found how many 


\ CLARK. One hundred and filty, in the eritical category. 

Senator Moopy. Well, 1 hope that you can quickly work out the 
cal procedure of getting them here, because we have had reports 

{ mimittee it production is being held back, as you know 

i | Bu llard as one of the eriti il items you were looking 
is that eugeet 

Mir. Cuark. Ye 

Senator Moopy. Did you find any Bullards over there ? 

Mr. CLarK. ie l, we found plenty ot anne copies which are 

actly the same a » Bullards, and we had to go. up to t] em and 


rub off the nameplates to find out whether or not they were Bullards. 
I : 


So ator Moopy. You say you found plenty of—— 
Mir. CLarK. Of Jay anese copies, about 48 of them. 

Senator Moopy. Are you going to import those / 
Ir. CLark. No. 


Senator Moopy. Why not? 
Mr. Criark. IT am a machine-tool man and I have inspected this 
machinery, and it is not suitable for our needs over here. 


Senator Moopy. It is not suitable? 

Mr. (LARK, It is hot suitable, the Japan se copies ot our machines. 

Senator Moopy. In other words, the Japanese copies look like our 

machines but will not do the work ? 

Mir. Ciark. That is correct. 

Senator Moopy. The Japanese did, however, produce some pretty 
wood weapons when they were fighting against us. 

Mr. Crark. They produced good battleships, 
cruisers, oe produc e “ i wood ZeVO fiohter. 

Senator Moopy. That is right. 

Mr. Ciark. Mostly by hand, and that means that you have to 
straighten out most of the errors by hand before the parts go to 
gether. 

They produced good Zero fighters, but they do not tell you that 30 
percent of them fell out of the skies without being hit. The other 
+0 percent were pretty good machines. That is about the average 
vou get with them when you build things by hand. 

Senator Moopy. So, in order to complete this, you found that 
though there is an acute need for Bullards _ re, still you felt that the 
Japanese copies are not worth having at all; is that right ? 

Mr. Crark. That is right. 

Senator Moopy. I do not know how long you have been back in 
the country, but just recently NPA has canceled an order for addi 
tional Bullards to be manufactured by General Motors. I am won 


hey produced vood 
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ering why experts were going to Japan looking for Bullards 
lthev are canceling al 


Mir. Berestrom. [ t! 


| ado not th nk Vou should pu ( 1] i ie) | Bullag oe 
| k thev were low ki <e for othe machines, too. 
> i I Moc DY Wi | Was one Of tht } { wer 
Vir. Bercsrrom. Yes. t one of the item 
( ‘ I ( ( re conn ne ol ( 
i> j | 1) 1 \ rie ( SVC it c 7 i \ 
‘ \ l Bullard 
\ 13 | ad. of Ol ] huraclure ig ! Hive tv} 
nie icture a 30-inch, a 36-1 
t-1) winging key 
foreuwl DY Well. vi mea { contract \ | 
| FI rromM, | as all for 42 SIZE Whine ( ( 
11 he lye mis OD Ii 
Spray \I Ony Wi 1] \ oul | rhnere he a _ os Ol W Vy they did no 
oduce the ot ers ¢ 
Nin BERGSTROM. Because they would heed othe tool ne Il QO! 
(i Lis 
msenwtor Mi opY. Now, vou said son eth he that terested live bet Le, 


d afterward I think IT asked you about it. I believe you said thet 


ere Cases when they were 15 or IS months behind in deliveries 1@) 
tem that is critical, and I think vou said another company had 
open date in September, and I think vou said that was a reason 1 
t continuing the Fisher orde) 
Now. have Vou thade anv move to get these deliver more q c 
bstituting the Septembe open date. so there would be { 
ynths oalned if vou took some of the delivery dates for 18 months a 


ved them over— 


Nii BERGSTROM. Phat comes ite . thine we Wahl to discus . Wine 

ou talk about the mastet preference list. Phat is the key to our all 
on of machine tools a d the distribution of them. li s tied | 

ery, very closely with the maste1 preference list which we got tre 

e Munitions Board 1 January, and ] think if I can withhold con 

ent on that until we can develop that, Senator, | think it will ha 


tL better continulty. 
Senator Moopy. All right I wish at that time—vou say 


/, 


ot this list in January 
| Beresti om. he master efercnce tC we vot January 

itor Moopy. Did vou have any such | st betore tha ¢ 

Mr. Berestrom. We have an over-all broad list whieh wa 

rkable It wis the list that limped it] ot the No. lLureeney aircraft 
one pile, whieh was not workable. You would have to have 

merical type of list in order to determine whether you a 

senator \Moopy. They were delaved le months ha st | VOu cid? 

ive i urgency list ( , 

Mr. Berestrom. That is right. 

Senator Moony. How did that happel ¢ 

Mr. Berostrom. You are askine me questions, Senator, T an no 


position to answer. That you woul 











QS MACHINE-TOOL SHORTAGES 


Senator Moopy. Yes, but I think somebody ought to be able to 
inswer it because it 1s quite evident that the aircraft production was 
behind. and I am working on the basis that it is dangerous to be be- 
hind in the war going on right now in Korea, and the idea of our 
Armed Forces being engaged in combat in Korea and still the military 
did not even furnish a preference list of the most urgent items of 
ninchine tools, 1t seems to me—— 

Mr. Beresrrom. Senator, [ can only say when I came here in Octo 


per Oe of the first things | asked ror Was a pore ference list sO | could 


ky which program to work on first snd it was not util Sfp. 
Wilson and Mr. Boyer pinpomfted the one particular item of the 


}-47 jet engine that we had anvthing tangible to work on. 


Mr. Boyer. The so-called master urgency list was in effect as of 
January, in the form of an intraservice list for each service, but noth 


wrto tell VW hich ha | reference over the other sery Ices, 

Senator Moopy. What relation did you have, Mr. Boyer, to this 
Army, Navy, and Air Force three-way split 4 
Mr. Boyer. Well. what we needed was an interservice priority o1 


eference list. Phat was the one that was received finally Mn dan 
iy Several categories, I think. were described in the No. 1 top 
gency, it was coded “Brickbat” and into that went a number of 


The ve ry hot Items of the seve 
Joint Chiefs of Staff level and recommendations were made to the 
Munitions Board, and the Munitions Board in turn then authorized 
the NPA to use that as a guide in allocation of machine tools. 

Did you find any of the smaller machine tools in 


smaller 


rl services that was determined at the 


S“ennawrol Moopy. 
Jap nn th th oht by Wsecah py 


( 
] + 

Dusthesses vy This country or bv 
irger businesses / 


Mr. CLARK. If depends On the quality standard of the produet 


it the small business company is going to make. 
Wo ist alwavs remember that a machine tool is not always il 
tool, there is much difference between the- quality of a 
sy las ther ween the quality of men and we cannot 
othe words “machine tool” as ¢ methine that is avall- 
i . Jann | have the laroest miaeh ne-tool market In the 
able mach e tools as soon a the ratification of the 
{ t] t and these machines vO back to their original 
OV ror reparation n other forms 
\I ’ , t going to take those 
( 
( \\ C f ¢ ) veh tools ana | 
‘ die t mn because they 
i 
nostly Jap built and would 
. en ‘ ryt hy thre | by oF 
} tiy ( ip 
. Wha i th VOU TA looked over 
¢ Ati) 'y hyo) WIS 1] Jay } 1a) 
| ) ( nost of C 
\ i { e mdustry he ou need 
} { Urat vehaing too 
~ \] ()j ou en | the machine tools 
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Mr. Ciark. No. Japan has a new machine-tool industry today 
which is building a machine tool which is roughly equivalent to the 
quality of the machine-tool industries of Europe that have about the 
ame historical background as Japan. I refer to countries similar to 
Italy. for example. The Japanese machine-tool quality is about that 


I 
+ 


5 . | 1 
They have the same manufacturing problems, they have the same 
“he 


background of building machines without the necessary ig ind 


fixtures and without the facil 


ities to procure it terchangeable parts 
iter. 

Senator Moopy. Go ne to the German tools. how about the 

nan tools, cannot we use those ? 

Mr. Crark. The Germans have built in the past and | 


machine te ol ; odothe Swiss. 


( ) 


Senator Moopy. Did vou find any German and Swiss tools over 


ere that we could se ¢ 

Mr. Crark. Not in the critical categories, The German mace] 

0 ilesmel were not o the ball befor th War, | muess, Or ¢ 

ey used them then selve or thev are i Industries now hat 

t free in the market for us. 

Senator Moopy. I think it is very regrettable, frankly, that though 
here is such a eritical need for machine tools in this countrv now, 
ind there are 200,000 tools in Japan, that they cannot be used, al 
though there may be a few; but in general we cannot get any sub 


stat tial help from this oreat mass of machinery there. Is that 
alt 7 
Mr. Crark. That is meht 

sehnatol Moopy Now, how bout ] europe f 


Y 


‘ . ' — 
Mr. Crark. In Europe we have the problem that some of th 
lIs--even our J—t7 program and other programs have certain to 
; , ; S". , : 
i foreign manufacture, Torele machine tools in them, already won 
’ 1 1 } 
| (I eClngd iseq ch were |] i? seq I i Lhe ie) l e «Le t 
} 
rel Miiivea i ( ' \) ©] ! } l 
\ \) ( ! ever | t } 0 Try TI 1 1) | \ 
| \V } 
! \ ¢ ( } } XD i | ( 
~ r Moopy. V vom { 
we? 
\i ( \\ { 
\\ } ? 
) ? 
| ! ] | 
( \ ] ( | Y ( 
| 4 } rye 7 ] } | ( o 
tien pol 
=“\ \] »)\ Yi ado. tive rena { 7 
( 
\ ( | I ( 
5 ‘I \\ j ( { 
‘7 7> 
{ I I> l (| 
hy ( ( re | 
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wi of finding out the machine tools 
ere on paper, 
Ilere we would like a system to know how much we have on order 


; : . 
ve arrived, and We have hie 
] } ) 1 
that have 1 it cleared customs | 


much we are depending on those foreign people for machine 


tool] But vou eannot vel that until you vel the Importer Lo report 
order. and that is the bie volume. What has actually 
come very small. 
ator Moopy. \ creat) any machine tools have been ordered / 
Mr. Crarkx. Well, we only 7 eked that up through the rumor mull 
md there are people t} “af t ul they have Whe eh nes on order, | a 
I cay is that to analyze the program we have no definite wav of 
ding out how manv are on order. 
se) or Moony. You ee, Mr. Clark, it was testified vesterday, and 
| 1} t| re Wus fA eood deal OT basis mn fact. that there is concern 
on the part of the machine-tool industry over their position after 
] bi] iLlo has hee completeck. Mr. Bover made some sugevestions 
reg ird ne the stabilization ot the Industry. | think his snovestion 


is that the tools should be bought by the Government: they ought 


to be retained as part of our arsenal and would not be put on the 


market 

Now, that same apprelhe ron I the WauUustry ia account tor the 
recent delaved expansion of the industrv. As Mr. Bergstrom read 
it in the record, the delay in expanding the industry may have been 


the result of not wanting to bring in many machine tools from abroad. 


Mr. Ciark. I think that is L hsconceptlion., 


Weare hot habitu illy buy rs of foreien machine tools. 
Senator Moopy. But here we are holding up an aircraft: program 
and other programs because we do not have them. I think we might 


: } 
vet them Trom 2abronad. 


Mr. Cuark. Curtiss-Wright bought 1.115 machines abroad. T think 


we are vetting them from abroad. Other companies have been abroad 


bu hey then 


Senator Moopy. Where did Curtiss-Wright buy them. do vou know ? 
Mr. Crargk. This is a part of 


f newspaper reports about 6 months 
most that many in Switzerland. 


Senator Moopvy. In other words, you picked that up from the news 


he 
ago. About 500 in Germany and al 


pers 4 

Mr. Crark. We had to get it from the newspapers. We have no 
reporting’ sv-tem to ¢ olle 1 t | At. loreron } el Ine tools were COomMmmne 

but do not forget England has placed orders for 10,000 machine 


tools on the continent of Europe so the delivery there is not much 
better than it is for our own domestic tools. 

One of the reasons for going to Japan was to see about it. There is 
an industry that can delive nachine tools from 3 months to a vear, 
of their new machine tools. If they were of such a quality that we 
could use them that would be another source to pom| out to our prime 
and subcontractors 

Senator Moopy. Are they of such a quality ? 

Mr. Crark. They are not. 

Senator Moopy. You are going to recommend against the use of 
Jap inese machine tools in out program, is that correct / 

Mr. Crank. We are not going to recommend against them. We 


are going to reconimel c that they hye looked at very closely for the 


uses to which thev are FoIng to be put. 
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In other words, you can use a machine of lesser accuracy for many, 
many operations but there are certain operations where you must have 
ibsolutely the top accuracy. 

senatol Moopy. | understand that. 

Mr. e ARK. Japan has ho machine too] pre ISslol antifriction beat 

Qa madustry and fia al ACC racy ot every machine tool depends on thie 

tifriction bearings that MOM WtoO 1. That. I think, 3 is bi : a 

itement as you can make to qualify their industry. 

Senator Moopy. That is a good clarifying statement. 

| 


You were, then, disappointed by what you found in Japan, is that 


rect ¢ 

Mr. Cuark. Yes: as far as it being a quick se e of machine tool 
rour contractors here 

Senator Moopy. Is there anv statement vou would like to make for 
e record, Mr. Clark. before vou go / 

Mr. CuarkK. | have a written stateme here, ost of 


Ch vou have alren yceovered., 


senator Mooopy. | there anvthime n that Tatemenl ( i ( t 
it we have not covered ere 

Mr. Crark. I have pointed out in here that the chief asset of the 
japanese iS thei skilled Inbor 1! cl il will heness on the mailt TT I" 
rmnagement to do somethi oO for our defe) =f {} 1 


yualify. ] have stated thant thre rower On) ret ry of pre 


ntage as far as equipment is, concerned, their designs are prewal 


ind they spent the entire War COPVING westel machine which WV Id 
not he acceptable under present patent . t 
{! rele pract ( } ( © ¢ ! Linto ( 
Senator Moop \re vo O} ng to ba ! Ie 
pecawse oF © Tit ( ( li l 
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ring why vour opinion on Japanese 1 
,* 7 . 1 ‘ 
vor ve expressed here quite freely this morn a 
| . 
uy eT. 
] i" 41 . 
to the a litv of the Japanese to cooperate 
( : os { 


COMMERCI v 


NES--DELIVERY ti 


d is fou necessary and appropriate to promote the I 
ssued pursuar » the authority of section 101 of the 
f 1950, as ended. In the formulation of this amended 0 
s with industry representatives, including trade Dp 
es d ¢ sideration has been given to their recom 


VPA Order M 41 as follow Nection 1 is amended. S 
. is amens land ne ) rapl (i), (9), and (Kk) 
d 4 are rnended Paragraph (e) of section 5 . 
( 11 are ¢ ‘ ad { fm See on 12 added and 
15 are redes nated / hibit A aqcnded ) 
‘ led 1 ids fi Ws 
: sers 
' } 
i 
1464S S16, Pub. Law 96. 82a Cong 
‘ 11, 64 St 99, Pul Law 96, 82d 
1 | nie S 9, 1950. 15 F. R. 6105 ; 
O 1 ) ) 16 F. R. 61 et 10 405, BE. O. 10281 y 
} 
1) This order regulates the delivery of 
It requires all producers to schedu their deliveries ' 
s S dey 
; S$ Jor) / corking chines are referred to VPA { 
th « eligibility standards for railwans 
As used i S der 
vehine ! ns any new, nonportable, power-driven 
\ s listed on Exhibit A, appe ng at the end of this 
Ss list price for the basic machine itself of $350 o1 
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(vb) If a producer may deliver any metalworking machine against a purchase 
order that is not rated pursuant to section 3 (b) of this order, then he shall 
arrange his schedule so as to fill all rated orders requiring deliveries in the 
nonth being scheduled in preference to any unrated orders. 

(c) Lf a producer can fill from his production all rated orders re quiring deliv 

n the month being scheduled, then he shall arrange his schedule so as to fill 














? ed orders 
( ly a producer cannot fill from his production all rated orders requiring 
the month being scheduled, then he shall arrange his schedule of de 
I fthata produce has rated orders 6 and from service pur- 
hte g scheduled of less than TO pe ent 
ct of any size in that month, he shall arrange his schedule so as 
} d Vy 7 rf wire requiring deliveru to service purchasers til 
thay ) ‘ Chedule the halance 0 ax to fill rated orders rom other pur- 
lent the a oducer has rated orders on hand from service pur- 
celine j month being scheduled of more than 70 percent 
his? luction of a size in that month, he shall arrange his schedule so ag 
s for that size to service purchasers equivalent to 70 percent of 
prod f that size, and shall schedule so much of the balance as may be 
fill rated orders on hand from other purchasers requiring delivery 
no scheduled and thereafter, if anu alance still remains, he 
j rdditional vated orders from service purchasers, 
Distribution of production among service purchasers, Fach producer 
ed veries none tl - ral rv 2rouy - fa Ws 
ex!) t Bis a percentage allocation schedulk It specilies a porcentace 
monthly production of each type of the category of metalworking ma- 
e which is { n Exhibit A of this order and which is to be scheduled for 
ery each month to each service group. Such specified percentage to each 
e eT p> fe the purposes of this order is called a “service quota.” Exhibit 
I} is classified “Restricted” and will be furnished to producers 
! a month each } lucer shall schedule for delivery to each service group 
eT talworking machines of eas and type equal to that group’s 
! for that n h No producer shall schedule delivery of any metal 
e 4 er than the date « which the purchaser's order requires 
rt red cle ery date n other orders are heing met Ni 
ed ess it is ; ! der and accompanied by the info 
. ' eats 
bert ! t cle his monthly 
eT ! rete ty ‘ ‘ i 
eduled © he 
{ ! i ( al y that month 
1 ‘ ‘ ‘ ' t Y ups 
e wl nne eduled withir 
{ ! he eTVICe 
‘ j } t é } 
ref | { t e 
‘ Se the ni ey 
i ha v have 7 a 
} ' 
outh shall! ounted 
I he l roti iN rkin hh 
\ Is ¢ ‘ rece f der its service quota 
. : ; ria 
I i ed order for that 17 
1 er gt } Ww s 
) hich wh « e roun 
I IKI ‘ ii] OT 1C¢ re ps 
quired | t] l ph is contained in 
‘ rder ) 
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(ad) In preparing his schedule of deliveries for a given month, each producer 
shall fix the dates of the deliveries to the different service groups so that each 
will receive its percentage of metalworking machines equitably in point 

me within the month. 

(@) rf. under paragraphs (c) or (d) (2) of section , Of this order, a produ ( 


required to schedule more than 70 percent of his p oduction for service pu 





hases, he shall distribute the crcess over 70 percent among the various 
OUpPSs aw the Nadie nianie? prot wed tor “ie Cheduled qu ta ! ce 
h (c) of this section 
SEC, 6. Preatment of Jracttons Where the number metalworking hn 
results from any computation required by this orde1 mtaits frac 
ore than one-half the fraction shall be counted as a whole metulwor 
hine \ fraction under one-half shall be disregarded, except that where the 
putation results in a fraction only (less than one whole 1 alwork 
) for any one month and such fraction is less than one 
I d in computing the next month's service quota Where each } 
ions of two « nore different service quotas for the inne 
action of one-half, and there is on one remaining meta 
hich such fractions can apply, sue metalworking } chine sl 
Sel e 2Zro il i\ th Lrure sery e quota i the © ri 
i ( regarded for tl non but sha ( ‘ 
quo e me mont) 
4 {dd fiona nrorwma¢cttls to he furnished j } fed ( N¢ ( d 
apl ng or extending a rating to an order fi a metalWworking ma 
ny service purchaser must indicate the service group which placed or spon 
red the prime or subcontract for which the metalworking machin eing 
purchased s to be used, and the required celivel date thereof, and i 
purchaser must indicate the claimant ageney, if any, which placed 
msored the prime or subcontract for which the metalworking machine 
I hased is to be used and the requ red ce very dat thereo 
SEC & Changes and mendments Notwithstanding anv othe rovis 
is order, NPA may ame! this order and any of its exhibits, 1 ‘ 
ins ! ule of production or delive of m 
‘ rder for 1 rhit machines from one oduce) 
l dive r otherwise d he delivery ¢ i eta ! 
! l hey ! 
i N ed ey } | , 
is nO? ne nie ‘ , ‘ , 
I t [ cit i Oy Oo 7 prod 
I ‘ ( t ‘ il 
ed ad al “ rad \ t 
. QO. | f NPA l 
vith NPBA R { 
iz. 4 CMP R ‘ 
’ ided ra Np } 
‘ 1 ve ‘ ( ‘ 
‘ ul ©) I i 
I l ti oOrdacel 
n ; , 
( f f gn 
GSA and NPA, GSA will 7 } (? ( \ 
8 rith pro g ¢ ) x 
te? ion Phe } 01 Ol e? ’ ple [ | Co ; 
1 proris nredgu Fl / po ad } al ate? 
i to ely ate items from @ such ¢ ) e ¢ ent that cou 
manufactured bau suel produce a? nro / oO é } hie 
) } gual p Oducer to others pu ant to mMrchare lers fron ( 
» orders and directions of NPA. A produ cept pool orders fro 
GNA notwithstanding the Pprovistons oO sect ? ad of ti ( l¢ ( ia pro 
nau deliver metalworking machines against pool orders tfhstandti 
he ) isions of section 3 4h) of this orde 
SEC. 13 tpplications for adjustment or cree: tio Anv pers ffected bv at 


rovision of this order may fi'e a request f wdjUustine! eX eptio Ipar 
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uch provision works an undue or exceptional hardship upon 
renerally by others in the same trade or industry or that 





against him would not be in the interest of the national defense 
nterest In examining requests for adjustment claiming that 
st is prejudiced by the application of any provision of this 
\ he give to the requiremen the public health and 
©) dd tion of labor and resulting unemployment 
| defe) ! Eneh re est shall be in writing an 
: } ) } elief so ht, and sha 
} } ( ipa il rans 
sane oaths ; Hosst r rat least 2 vears 
ts . ! S nd 1 ‘ a O per 
‘ } ‘ , ’ yf | 
; ! wit ‘ method 
1 . 
! te} l Recor 1 
{ eConic nists 1 ¢ ‘ 
1 ! 
( l \ \ i 
NPA 
, ’ hy t ' } 
s of Feder Reports 
190 7Q7 
\ ! ! order shall be 
[> \ \\ } ne. ee Ref \MI—41 
\ voy on of this 
NPA | f ( Is a material 
rse of one ) nder this order is 
1 mprisonment 
} i? : v Su h 
‘ 1 y I ( \ rig ‘ 
‘ I (| a) }) i\¢ 
‘ o ( . { } der } e he 
Brady e ke Reports Act 
PRO IN A it Rs 
Lb i { . 
R ‘ 
\ N A 0 M—41 
1 +) 
, } 
’ } 
\! 
\ 
‘ y ni 
I? ¢ machines 
P 
I s ! fling 1 chines 
3 ’ ) } , 
5 ih 
lrifle ) ing? chines 
Kk t g chines 
ey , ES 
S oy } ¢ 
nes S dbary ehing 
a Shar 
sv - 
| rit) ehir 
Phreadi hines 
S 
S ! } ‘ 
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Exuinir Bor NPA Orper M41 (Sree S Stn 


[ixnirr C or NPA © MAN 
on ) : 10 
I > a 
{ S. DE re 
\ Line I 
Vy \ , 1) \ 
I r VI , | \ 1) ( 
NPA O MI-41A 
\ \ { | I \ R 
f ; \ 
' I Pl ce hie ‘ 
‘ } ! hie dat 
+} 
\ 
‘ S 
7 ; : 
\ Si 1 ) ec. 704. 84 8 816. Pub. I 6.8 ( 
’ S ¢ Ant Sul } I 1 H4s C99. I | " 
, Il Ss. { \} ~ O71 1.7 ‘> O16 NS ; mi 1 | R 
ro S I 0) OPad ] 1on1 ig | R. ¢ ti 10) | 0) 
S1,A 8, 1951, 16 F. R. S789 
SI ON 1. What ?/ ore ( Chis order sets out cer neon S der 
\ ha person who uses controlled iterials 1 the roductic oO Cla B 
prod is detine I » c of CMP Reeu ! ] i 
rT PA for ratings r metalworkil ihines na itlines enel 
! nes are obt riithyle | oes MWe ‘ NPA ce ‘ I ons 
re ‘ hv dete ‘ el he NPA orders or re iin 
\ » 7) Sig As used j his order 
Meta ol T ne enn iV new, nonportable, power-driven item 
equipment which is listed on Exhibit A of this orde d has a producer’s 
I e Tor he DASIC 1 ] ne itself {f Sjsov)} or more lhe prot ers st price 
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for the basic machine itself means the sale price at which the producer’s catalog 
or other price publication lists the basic machine, exclusive of the motor, motor 
drive, or any attachments therefor, unless the inotor, motor drive, or attachments 
are initially built into the basic machine itself, as an integral part thereof, in 
which case the producer's list price for the basic machine shall be the sale price 
at which the producer lists the machine as an assembled unit. The term “metal 
working machine” includes all fixtures, equipment, and tooling which are covered 
by the original purchase order and which are required to be delivered with the 
basic machine to make it usable in production for the purposes intended, It does 
not include replacements, spare parts or equipment, or extra tooling. 

b) “Product” or “Class B product” means one or more of the products listed 
under the same code in the Official CMP? Class B 1 List as such list may be 
from time to time amended 


“Delegate agency’ means any United States Government agency to whom 








has been delegated by NPA the right to assign or apply ratings. 
d) “NPA’ means the National Production Authority 
e) “Person” means any individual, corporation, partnership, association, or 
other organized group of persons, and includes any agency of the United 
States Government or of any other government 
= Lin ariaons Oo tpplications for ratings No person who uses controlled 
s. as defined in CMP Regulation No. 1, in the production of any Class B 
s eligible rating ra met: orking machine to be used it 
s produ inate either his shipments of such prod 
endar quarter of 1951 were lower than his estimated shipments 
s luct permitted by his authorized production schedule, as defined by 
CMP Reg n No. 1, for the quarter in which he applies for a rating; or (b) he 
s existing metalworking machine which can no longer be used for produ 
. nt because of the physical conditions of such metalworking ma 
ement is necessary because other metalworking machines are 
ntain his estimated shipments for the quarter in which he 
ng and thereafter 
~ t f & 7¢ tf 1) If a person who desires a rating is eligible 
nytoran talworking machine to a del saute agency, or to apply 
ny NPA regulation or order other than this order, then 
. to the appropriate delegate agency or shall apply under and in 
h the appropriate NPA regulation or order. If a person who de 
yis t eligible to ap] ly to a delegate ager v or under another NPA 
ded in the first sentence f this section, and is eligi 
s order, he shail apply f such rating on Forms NPAF 
N } Production Authority, Wash neti n Zo. D. C., Rel 
| } j I rder is no ni 
: cs Hes lor vo lh ehin except is 
( cen ngly, 1 ng il s ord hall be 
eanyvy NPA ade on, reg ition, or order hereto 
‘ the . ni ppiving of at Ing 
e |] King ¢ pyri ror a ra g by itl 
to ( 4 V ¢ pul l in NPA re 1 or 
I h person participating in any transaction 
sha ! ! Ss ] se on ft least 2 years records 
es, inventories, and use, in sufficient tail to permit an audit 
=f each transaction that the provisions of this order have been 


fy any particular accounting method and does not re- 
system of records customarily maintained, provided such 
equate basis for audit. Records may be retained in the form 
I tographic copies instead of the originals by those persons 
y maintain such microfilm or other photographic 

i usual course of business. 
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b) All records required by this order shall be made available at the usua 
ace of business Where maintained for inspection and audit by duly authorized 
presentatives of NPA 


(c) Persons subject to this order shall make such records and submit such 
wrts to NPA as it shall require, subject to the terms of the Federal Reports Act 
1942 (5 U. S. C. 189-139F ). 
SI 7 ippiications for adjustment or ¢ reeptton \nyv perso! flected by hy 
ion of this order nay file with NPA a request for adjustment or excepti 
n the ground that such provision works an und exceptional hardship 
him not suffered generally by others in the same trade r industry o ! 
enforcement against him would not be in the interest « he 1 nal defense 
he public interest In examining requests for adju lel hich ¢ ! h 
public interest is prejudiced by the application of any ] \ n of this 
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r Moopy. Do you want to go ahi vith your statement 
aD 1 oo ty Steraay 
Mr. Beresrrom. [do ne ow where | left off 
S *Meopy. | ve t seen your statenn so Tam not quite 
Mir. Beresrrom. I think the thing to do is to Just summarize. 
Senator Me ] ; 


my \\ Wl vou nbmiut your full statement for the record / 


rene STROM, It Wills submitted yesterday (for statement, see 
vou could make the points or summarize 
Hew. 


question of why Was something not 


Mir. Berest 
Senator Moopy 
Mir. BeresTROM 
Senator Moopy. 


mt answel I cannot ive vou. 
Well. w t tome, Mr. Bergstrom ? 


Cal vive it to vou?Z ‘ 


No cn rive 





were cert UINiN ut th it time. In the start of the etfort. It Was tne 
Nail onal Production Luthority. 
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Mr. Beresrrom. I frankly do not | Certainly the madustry 
} rehiaine tool vlu try bro arty ( { 0 Ot the peop 
Wa eton 
Senator Moony. To be very candid. I have heard criticism in b 
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program. 
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( pie Who were the leveloping the pla 
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‘a LO! \I DY. \V ‘ll. Who were thre V é | ( pla rol milit 
vere laid lh e Pentagon Bu line. were 1 ey not é 
\Iv. BerGstrom. That is right, the plans for the production of those 


Ye itor Mo Dt. Who was the head of that group at that time / 

Mr. Berasrrom. I think the first one was General Harrison. Tam 
ot putting the onus on General Harrison, I am saving the entire 
program was probably formulated too fast for the determination of 


the requirements. 


Senator Moopy. But your criticism is directed to the NPA during 


it period, is that correct ¢ 
Mir. Bercsrrom. The criticism is directed to the people responsil 
ind | do not know who those people are. 


senator Moopy. The people 1h) the N PA responsible for 


ir 
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Mr. Bercsrrom. People in Government, Senator. People in Gov 
ernment. lam taking the broad viewpoint on this thing because I do ( 
not think we can pinpoint it. 

Senator Moopy. Where in the Government was the responsibility ¢ 

Mr. Beresrrom. I would say in the planning stage wherein the { 
requirements for this defense etfort was to be formulated: secondly, 
v here the plans were being made for the expansion of the basic 
maustry of this country in order to supply enough material wna 
facilities for the manufacture of these end items. 

Senator Moopy. That was before Mr. Wilson came here: is that 


Mr. Bergstrom. That was before Mr. Wilson came here. We are 
wne now about shortly after Korea. 
Senator Moopy. Yet it was only in December, which was less than 
S AUTO, when you received a master list of the critical machine 
et ad. and in the order in which they ure to be required. 
What has been happening since then / 
l Bercstrom. If you want me to develop that, I shall. 
Moopy. I wish you would. 
[r. Bercsrrom. Very well. -| 


ndustry had a number of problems in order to expand 


cing ata low rate, about the lowest rate there had been 
ression. It was in the first half of 1950. Then it was 
hnerease Its pr duetion. . 


» Inerease its production it needed some fundamental 


needed a clear-cut program on obtaining materials so it 
ts inventory. It needed orders for 1 


nachine tools so 
tvpe of} tools should be Dutt and ine) build Wy Cle 


\ ‘) { Resou Le d had made a pran and had 
tool builders in 1948 947 and 1948; 1 cannot 
en hat thev eall phantom pool orders that 
lata t egraphic rele ( from Washington the 
effect Oo | ld Lipo vine lL of thr requireme t 
orde!l ( ‘ \ i i stn on the deft 
e have an emel v and the. tary tal 
0 qui ents for military en te] getting people i 
the automotive, and so on, the | icertain leneth { 
{ at the emergency tarts until the time that 
! ( I ontract 
= \i yr. That is 11 st what we are talking about. 
Well, Lam trying to explain it. 
the contracts are placed the machine-tool require 
processed. That is still another length of time, 
tool orders can be placed, so the machine-tool 
as to build 
pose of this phantom pool order. The NSRB plat 
effect. and why I cannot answer. 
- \J y. It was drafted by the NSRB during the chairman 
. ~ ~ / 


No: | tha k it was before that time. | do hot 
vas at that time. 
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So in effect what vou are saving 


Is 


that the 


Government did not tell the machine-tool industry what it wanted. 
Mr. BERGSTROM. It did not tel] the machine tool Industry what I 


vanted. 
ne industry's orders came in. 


It 1951 


was February 


omMming orders to the industry peaked. 


Senator Moopy. In February 1951 the orde: 


Mii 


se] 


BERGSTROM. 


mrtor Moopy. 
I believe vou testihed 


peaked 4 


That is right. 


At 


that time the Air Force was ver 


ind il 


fort to get more tools rapidly ¢ 

Mr. Brerasrrom. Yes. 

Senator Moopy. Yet it was testified here vesterday that it 
iary to, I believe, September, even to sign ontract be 
panies, 
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you will find that they went ahead and produced and kept within 
certain bounds in order to be sure that the »v still will remain solvent 
f they were going to have to produce this thing. 

I mean they were going cautiously. They were building up as you 
can see by the figures. The whole thing was building up but they 
were being very cautious about how they were building up because 
they were extending themselves away beyoud any possible recovery, 
if they did not get some kind of a consideration as far as pricing was 
concerned. 

As soon as that was relieved, then they let go of the reins a bit 
and then they had the impetus to carry them on. 

As you can see from the figures we are now shipping—and T am 
talking purely about metal-cutting tools and T am not including in 
these four “ the presses. The presses are in proportion but on a 
very much smaller margin. 

Mr. Noone. Did the price increase apply to machines that were 
contracted before nea 1951? In other words, if vou delivered 
the machine in September 1951 were you allowed to add the cost al 
lowed by the price regulation / 

Mr. Beresrrom. It all depended on the pricing conditions the ma- 
chine tool man had with the contractor. If bi had escalator terms 
in it, he could apply the escalator. Ina lot of cases the machine tools 
shipped in September and October were machine tools shipped at a 
price that did not include that. 

Senator Moony. Do you want to bring out the other poin its In youl 
tntement that have not — discussed ¢ 

Mr. Beresrrom. Yes, s 

Phen the matte rof ciaeaal we got that resolved, and the matter of 
labor. We e had a very, very fine working arrangement with the 
Labor P abiaheerenbicie particularly in the cooperation to see that th 


peopl Ni industry would ret their case taken to WsB for increases 


their labor rate so that they could compete with the defense pro 
gram 1 their partic ilar cities, ; 
mseenavcol Mo DX « 1) other words, vi u gota raise for your employees. 
Ni Bercstrom. In some cases, yes, but each individual case ha 
0 be taken up separately. We now have about 21 cases pending be 
fore Wage Stabilization Board and that is being given top priority 
We havi ‘very good cooperation received from Selective Servic 
e Selective Service was taking people out of the industry. 
We got some very fine cooperation from the services, because after 
t| ives who were i World War 1 are now junior executives 
ot oul Vv spot nth ndusty 
I would say this. that fron August. on. the industry has votte) 
ery fine cooperation from everybody concerned and T thi 
that ted in rapid progress that that industry has had in its 
es ay 
Mr. Noonr. Mr. Bergstrom, on the question of shipments, an ar 
I lk \\ et J mrnal yvestet lay rep rted on Januarv fig 
ures and stated that thev were less than 1 percent above the December 
he Is that easonal situation ? 


\Iy By: RGSTROM., ‘| ] at is a s@asol a] stuation and T ean tel] vou why 
that is. Normally. most people try to get as much of their shipment 
] 


out in their fiseal vear as possible and most of the fiseal year, SO far as 
the industry 1s concerned, if . calendar vear. Asa matter of fact 
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Mr. Berastrrom. I cannot quite go along with you on that. 

Senator Moopy. That is what Mr. Hayes said yesterday. 

Mr. Berasrrom. I know, but he did not say they were urgently 
needed now. Hesaid that was his delivery date. 

Senator Moony. I said he had a backlog of orders, some of which 
would not be delivered for 18 months. 

Mr. Beresrrom. That is right. but that machine that is not going 
to be delivered until 18 months may not be needed until 18 months 
from now. 

There are projects up right now where they will not need them for 
12.13 months, or something beyond that. 

Senator Moopy. Do you mean they do not need these machine 
faster ? 

Mr. Beresrrom. I am not saying that. 

Senator Moony. I say, do you think they need them faster ? 

Mr. Bercsrrom. In some cases, where they need them faster, they 
will get them faster provided they come within the urgency category 
vhich we are going to talk about. . 

Senator Moopy. All right: let us talk about it. 

Mr. Brercsrrom. Very well. 

Now, up to the time that we received the master urgency list, oo 
machine tools were shipped out to contractors on what Was termed : 
required date.” 

The contractor would say. “I need this machine at such and such a 

time for my contract. That was supposed to be a certified required 

date that was put on the order which would be in coneurrence with 
ontracting officer in that district. 

It may be that we will take, for example, that the J-65 which has 
| een mel tioned had ‘ required date for machine tools, before the J 17, 
hecause some contracting oflicer felt that that was an item to be re 


s 


1 red be fore the othe ritem. 


In some cases, the required dates on the orders were not realistic 
required dates at all. In some cases. they were. The result was that 
item bei or needed urevel tly by the services was not being O1LVe} 

! *h) e tools hye ic of sO} 1e te m that was not hy he needed as 

rently 

If we add up the number of tools that were made in 1951, there are 

| ‘ achine tools which were sh pped out of the maehine 
builders plants from 1951. Those 70,000 tools were spread out 

g¢ a lot of contractors, none of which had any specific No. 1 


Mr. Bercstrom. Now, then, it was not until we got a list which told 
vhich items were first ind I thi k that Mr. Bover is more Tre- 
ble for getting this thing pin-pointed than any one I know of, 
heeause he at least got the J-47 pin-pointed; and, when we got the 
J—417. he had to see to it that the J-47 program got their machin 
| uld get ir schedule . 


We went to work on that and diverted machines from all other cate 
cores below that to satisfy their particular program. 


I ean tell vo that. ; fy] as I acl ine tools are coneernecd, the ma 
ine tools will be available for the J—-47 program to meet their 
hedul 

itor Moony. They will ) 
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Senator Moopy. That is the engine being made by whom? 

Mr. Berestrrom. General Electric, Studebaker, and Packard. 

senator Moopy. In that case you are talking about the very, very 
top of the “brickbat” bracket ? 

Mr. Berasrrom. That is correct. 

senator Moopy. There are other thn vs that Lie urgently needed, 

Mr. Beresrrom. Surely. 

iso, we have taker care of not o7 ly the Air Force in the “briekbat” 


t. but we have Like Cul f cert ! fen ! ! bat for the 
Navi ind for Ord) ince, and the amount ot eq pment that we have 
1 of now—now we cannot do anvthinge about the 71,000 ma- 


es that have be 3h) pped They prol ably have some project 
third tooled up or half tooled up: but, being away down on the 
reney list, they will have to wait until they can get the tools to 
tl at up. ; . 
il we I) ud t] e master urgency list a vear ago, you woul | have had 
ot more production coming out in end items today, more than you 
ve today. We could have put the tools to work on the items that 
ere thre most urevel tf. you see, 
Senator Moopy. Where was this list a vear ago 
Mi. Bercsrros:. The Jomi Chiefs of Staff are the ones who sent up 
the master urgency. 


Senator Moopy. You savy that there are partly tooled plants waiting 
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there was a change in methods by means of other tVvpes of tools. 
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CE mechan ~ and the processing eh ota chance to make il de 
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he time these negotiations were YOING ON. 

Senator Moopy. Let me ask Mr. Boyer something, if I may. 

Mr. Boyer, is any alreraft production being held up now for lack 
f Bullards? 

Mr. Boyer. Any aircraft? 

Senator Moopy. That includes air engines, of course. 
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Mr. Borer. I think you have to just generalize that the nondelivery 
of that type of tool plays a very unportant part 1 the delay of accom 
piishment of the jet engine program as a whole. 

. 2 . , ’ ! 

Senator Moopy. You sav the nondelivery of it. Now, there are 


some bel 


no 


Mr. Borer. There are some b ey delivered And the substituting 
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ifactured and delivered today. It s DVN persol 1] Opti 
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Mr DB YER. | th nK This new svstem wh eh the Munitions Board 
i developed Ss the fi il arbiter. Llowever. il ha to he resolved 
in the Joint Chiefs of Staff for recommendation to the Munitions 
Board. By the very COMpo iI on ot the Joint ¢ hiefs of Stafl it is very 
dithe ilt to vet anvthing de idded there. 


Senator Moopy. I thought we had unification. Do you mean that 
the three services did not get together until January 1952 on the 
master list? That is what the situation was? 

Mr. Boyer. That is apparently what it is. 

Anyone returning to this effort who had any experience in the last 
effort immediately wanted to ascertain, as did Mr. Bergstrom, “Well, 
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What do ve work with here / Who eed t! tuff {11 +?” Wi 


everybody needs everything on { ( ie orityv bas , So ObVioU \ 
we ere vomng to have all of t! program hoa biistate Of to - 
or semistate of production and readiness, and ( OLHLINE Col 
out the back door. 

So the object of the prio tv svstem, or tli rvency list. is to place 
first things first and knock them off one at a time in order of their 
most pressing need. 
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Nha Bercsrr M. You have the same thing ror the three sery ‘ 

Senatol \Ioopy. You do not have it for atomic. 

Mir. Beresrrom. That is a separate deal and that comes dow) 
the 50-percent group, you will remember, 

Senator Moopy. Now, the question Mr. Bover has raised here. ar 
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k Its a cood question, Is how do vou relate the Air ore e uravenc\ 
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is against the Navy urgency / 
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Mv. Beresrrom. We are not changing the actual svstem of the 
O y of the items. but vou see vou have, under exhibit B in M—41l. a 
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Here has been the philosophy, as I see it—-and Tam giving my ow) 
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( f of Staff would want evervthing built up in a similar plane 

so evervthine would be finished at the same time so thev could have 
everyvtl tot ike from in the ease of an all-out conthiet. 

What you might need for a conflict in the Frigid Zone might not 


work for a2 COl flict 11) the Torrid Zone. 
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As J av. they have a problem ind IT am SViInpathetic \ t! ! 
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Mr. Bergstrom. I think I can. I want to get facts on it. howe, 
incl not generalities, 

Senator Moopy. That is what I mean. I would like to 
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type OF machine, 
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Now then. you have to add on to that the cost of engineering, your 
cost of servicing, because machine-tool people service their machines, 
and in this particular contract they took the full responsibility of the 

ale ancl sery ices ot the Wie hine. 

Senator Moony. Full responsibility for the sale of the machine? 

Mr. Berestrom. Sale and service of the machine. 

Senator Moopy. There is not much trouble selling it when the 
Government is begging for them to deliver it. 

Mr. Berasrrom. I think we also have to clarify one thing here, and 
at is this, that if the Government, in placing this pool order—all 
the Government did Was Give an advances order to the Bullard Co. for 
757 machines, but Bullard had to go out and engineer and sell and 


1 


Vice Those machine to the contractors 

menator Moopy. Lre you trving to tell me, Sr, that they had to sell 
Ie her on the idea of 1) viking these machi es ¢ 

Mr. Beresrrom. Lam not talking about Fishe I am talking about 

“( = ( 1 ‘TO! 

Just for example here now, suppose a man is interested ina vertical 

rret lathe. The salestmaan or his distributor for the company goes 
‘ t and co tacts the people; goes into the requirements of the job to 
vo on there, and if there is any special tooling what I mean by “spe- 

il tooling” is that it isa turret lathe and it requires certain accessories 
to vo on it—he then will have to determine that and then when that 


machine S ordered { : pla «| either thro o}) his distributor or 
through his selling agent and then that goes to the Bullard Co., and 
the Bullard Co. in turn sells the machine, sends the machine out and 
demonstrates 1t, services it, al d breaks In an operator. 

Also out of that is the administrative cost in the Bullard Co. that 
comes out of that particular item. 

How that was arr ved at is this, Senator, that the Bullard machine 

iat was to be built bv Fisher, the manufacturing costs in the Bullard 
plant were about $24,000, 


enator Moony. S24.000 4 





BerasTromM. $24,000 was the manufacturing cost at the Bullard 
} nit f¢ ra machine which they would have hhial ufactured by the 
kishei Body piant fo S77 D.000, lam talk ne ow about actual manu 


he S?4.000 and the SOS.000 1s S| tOOO, 


Now. the difference petweel tf 
} | 


vhere thev have to take care of their administrative co ts, their eng 


eering, al «| all the other items that roto rrerke upa cost In amanu 
practi ©” enterprise. 

Senator Moony. Including a profit ? 

Mir. Bercsrrom. Including a profit. 


What the net profit is, I cannot tell you. I do not know. TIT have 


no way of exam hing their books 


Senator Mcopy. Here is a machine that is being manufactured under 
ontract to the Government thro Loh Bullard for, roughly. STH.O00 as 
i top price for the first machine. Mr. Bover testified yesterday thet 

e experience—I know a little of this myseif because I] know some 

ng of the ef! v of that company—the experience is that they 

ly get the price down within 5 percent of the original manufae- 
ture cost. 

Now, her t group of TAO ma es being made by the General 


Motors ( rouse ts I er ad ak ! pleted all except for 





sales and servicing, with a profit on those machines to t 
turer. And here you have what is approximately an additional protit 
of 811.250.0000 on machines that they do not make. 

| am wondering how much of the servicing you are talking about; 


i 


whether it would evel begin to cost ivi Wine like ws miiilion to 


Vir. Beresrrom. If vou want to get Bullard omplete information 


] j ) 
on that. vou better call in Bullard. 


j eir actual cost ludine the overhen { ; 
c ed and as far as their supervision land sé That 
! { ’ I () ! } ) i! Pactual 
cost t ! . ad trietie ene rine 
) No ) Q)T «ec se, t eC] ( ot. | \ 
i tratiol rhea Hyery's ould no ( } { ( 

Mir. Beres “w. Let me finis ; 

Ni it e they doing’ Supposing that for the ike of nreu 
nn) nstead of Fisher Body building these 757 1 hines, they ¢ aI 
by some means have expanded their own facilities and their own pro- 
di C1O)} to have produced them themselve if S38.000 a mach ne. Wh h 
is a standard price for their machine. ‘Their manufacturing cost 
924.000, The r ditference bet ween ther manutacti Y Cost and thelr 
sel] vy price is SLi4.000, Lhere would hot be anvth ne wrong in that, 
Ww a ] re / 

senatol Moopy. Let hie ask VOU thi : You ss1d there would ry4 
anvthinge wrong inthat. Ido not know whether this was a negotiated 
contract or a bid I mean the org@imal Bulllard contra 

Mr. Bercsrrom. The $388,000 that Bullard gets for their 42-inch 
Cut-Master is set to the point at wh ch Fisher was going to build 
and that is the list price of their machine. It is a italog list pi e. 


li the cost between the machine tools manutacturing price and the t 
i 1) i ubcont itor 
eC) r you vot a redetermination and f we are going to get De Ik 
within 5 percent of the manufacturer's cost. it is a little dif t for 
eto see where we had 1o start out three times a far apart. 


Senator Moopy. I am certainly not defending any arrangement of 


PIores the matter vet completely rut I rts \ } questi o 
he need for all the time that was taken in this contract. 
lam wondering whether the price acti ally had to be that | oh. | 
k ere are Indications that this contra perhap was not tl t 
eth ently handled eontract in the world. ne r was it handled to t 
terests of the Government. 
Mr. Bergstrom. I want to go on record, Senator, on this partir r 


iL. We have pent a jot of time dis Ussing thi parte 1] ur’ iten 
narcor \icopy. Phat 1c riaht. 
Mir. Beresrrom. I have testified before another committee o7 ; 


ley th ner 


Sepnutor Moopy | {| it thre Llébert co} riittes 
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In July of last vear we needed over 1,000 42-inch vertical turret 
lathes, and here we vetLa re determination which says that that require 
ment does not exist. 


We are cettin | 


r cancellations at an alarming rate in the industry 
today. and Lam having a most difficult time as Director of the Meta! 


working Division of the NPA to keep this thing going because of 
the fact that we do not seem to have a coordinated, correlated plan 
OT how thre thine is 


i — 
senator Mi 
} 


‘ 


] 
ne to be done. 


Nn vO 
MODY, ‘The committee 1s FvoIne to be very inter sted in 
} 


earning w vy ft 


hese things have taken place so rapidly In the situa 
tion, and I realize that vou are not the witness to develop that, but 
there are others in your department. 

(reneral Wolfe, you have been here for 2 mornings, and I am sure 
you have been interested in the testimony. 

Mr. Bercsrrom. Are you through with us/ 

Senator Moopy. We may want you to come back later, after we 


1) 


yet this other test mony, but you might like to hear whiat (renera 
Wolfe has to say. 

General, would you take the stand, please / 

I* rst. I want to question vou on the Spec | and efficiency with 
which the (ir Force is ben oO built: second, your experience 1n Japan 
with the machine-tool indu (ry; al d third, the so-called race for the 
big presses which you have not been able to get for this country. 
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\\ I] you state your namie mad vour bu iness 


STATEMENT OF LT. GEN. KENNETH B. WOLFE (RETIRED 
PRESIDENT, OERLIKON TOOL & ARMS CORP. OF AMERICA 
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General WoLre. As a retired officer, I have no official status with 
the Air Force. I am not familiar with the planning and action that 
has taken place since the Ist of July. 

Senator Moopy. We are questioning you here, of com ©, as the 
pre sicent of a private corporation. However, you ao have status wit 
the committee as an informed witne 3, because you were right ht 
inside of what was done. . 

Will you let us have your views, please ? 

General Woure. It has been mMiV Wnpression here, toad LY, al yes"el 
day, from the information that I have had, that there have been some 
drastie ¢ hanges in the Air Force program. 

It was referred to yesterd wWwasa certain w real stic Ann Kor e pro 
gram. ‘This program referred to was the Air Force’s progra for 
the WMaANIMIUIMN build up ot aircraft produ tion. It wa based Upon 
assumptions, and by coordination with our manufacturers we built 
the program that we felt could be built. 

Senator Moopy. You felt it could be built ? 

General Wore. That it could be built, under the assumptions that 
we made. ‘The assumption we made was that we would get certa 
priorities for machine tools and materials. 

Senator Moopy. Now, why did you assume you Wot ld o@et that 


General ? 
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As such, we had the approval of the Under Secretary, the Secretary, 
and the Chief of Staff, and built our planes around this readjusted 
program. 

Senator Moopy. You had the approval then of General Vandenberg 
ind Mr. Sy mington for this / 

General Woure. This readjusted program. 

Senator Moopy. This re adjusted progral ¢ alled for what / 

(general Woure. Maximum acceleration of aircraft manufacture. 

Senator Moopy. What would that have called for, in whatever terms 
you want to define it ? 


General Wore. Well, speaking generally, that called for the then 


authorized streneth of the A I Fore bel a hn existence by the end 
yr 1955 


Senator Moopy. What would that be / 
Art eral Wi LFE. Mir. sel wor, Without the hey efit ot nores and in- 
ormation, 1f vo \ 


\\ tf rememver, pe@il ier” 1h 1948, the Air Force 
put on a terrific battle to raise the Air Force then from 48 groups 


We have gone through many programs. Those programs that we 
have gone through since, Lam not familiar with, but I believe it is now 
| over 100 groups. 

We hada pro em then of re udjust i og, 
Senator Moopy. It is 143. 1 believe 
General Worre. Our problem was to readjust our plan and com- 
k of Korea. 


mitments after the outbre: 
Senator Moopy. My id that you 


? 
i = " i - 
were readjusting your program to get the author zed Air Foree in 


pomt Was, (veneral, when VOU sh 
mne by 1955. at that time it was not 145 croup: 

General WoLreE. No, sir: t was not. 

Senator Moopy. What was the goal at that time? 


General Wourr. The goal with respect to the number of groups— 
Id t think I should give that I feel that is information that 
i miven out { sf ll e, [1 Cnt answer in a different 

> ite NMoopy | } ‘ ‘ I 1 vere Out a 143. and this 

ne is an obsolete goal; t not? This one has been abandoned: has 


(seneral Wom I feel that that eritical formation. Qur in- 


y te t goal ni fe ition that the enemy could make use of 
| ( t feel, the approval of the Air Force, I iould ev¢— into the 


moers d our failure to meet the numbers. I might give you 
rormatio \\ th respect TO W ‘iT we hope to ao, 

We then determined thi eds of the Air Force in transports, 
) I I } » Tort 


Senacol Nov DY. The port Lf wat tec to mike was Tl rht alone that 
e. I donot think that the enemy could fail to realize that while we 


’ ‘ } 
ive tepped up the goal of our yp nected ln Force Wwe have uiso 
hice : 1 . . 
stepped do from tli lulinge of a smaller Air Force. 
} 
\\ ( | ( lL blgvel Oo} Yr Tot ve have 1 etelhe tit out so 
1s) \ lc OL tye i treo i \\ 4 Ouida baave Heel is Threat 


General Wourr. Thi orrect. but IT do not believe IT could state 


( ould rearm I think some of the information that lias 





been put out here today would be very comforting to the enet 
Why should we tell them how much we fail to meet our goals 
Senator Moony. I feel that some of the things that have been done, 
or that have not been done, might be comforting to the enemy, but 1 
think that it will not do anv good to stick our heads in the sand if the 
errant ~ Ihadequate What we are try ¢ TO find out here is (1) 
Whether it is Inadequate, and (2). 1f it is, let’s find out how we ea 
tep it up. 
General Wonrr. Tam in complete accord with that. Mr. Senat 
di think you are entitled to any information that vou \ 
sehnwtol \I DY | it) ot \ nt vou to testify to anything ft i \ ] 
feel would be of any help to the enemy, but I do not think it is go 
to do} mv good to blink at a situation. 
General Woure. I think we should look at it very cold-blooded 


Senator Moopy. You go ahead and look at it verbally to any ext 
that vou feel it w 1] not help the enemy. 
(general Wonrr. As IT said. we attempted to eet the mux 1} 


number of nireraft v thin this period, ww to the end of 1953. wit 
the percentage and proportions that we had in the program. 1 
h ive not mentioned Groups, Wings, and the other structure. 

s8s"enutol Nloopy. Lo vou think thie total oft FLrOUPps al ra | WIheg i 


matter of publie record anyway 4 
General Worre. The breakdown has not been. The types « 
craft and so fort 
Senator Moopy. [ did not mean that vou could put that 
record. 
(reneral Worire. That is what I was objecting to. 
Senator Moopy. What was the over-all goal of eroups / 
Greneral Wonurr. The over-all published nformation at that 


is «Ss Group Phe definition Was fermed “groups” at that time 
! ' . i 1 } > 

It Phen heen testified here by Mr. Bover, and Mi Bere trom, 1 

| 1 | | : ry j 
There have Hveeh changes l the program. hese mMdorul \ \ ( 
qirecte by trie lo t ( hel: | T rye Mun fio) DBonrd. SSliDse menthy 

adi oe ont a | A Whee a on ae 
renapustments wet TO Le mpwlare. WOU Tike TO Tiite here | ! Tie 
testimony by) Nha Berestrom. 2 to why the machmMe-tool wmdaus 


hot vet eoing, | ‘O} Wr completely. They Were lin ted by the } 


TreeZe oO recognitiol Wil wivell a TO the 1 creased COsT d e to 
ce | u ei The fn elreraLlLio 

Phi Miunit ns Bont i | know, was hand ipped mn law hh ne tl ! 
] obil Allo ryteud : thre iy? Se led pool order, Hy\ bev kx ot funds. 

I know, persol ly. that the Air Foree made an attempt to rialke 


available fu cls which could be used for the release of the pooled 


orders. 

| do hot know ni self why 1 took SO) lone for Some of thes thines 
Lo he resolved. 

seHnAtol NI ODpy The Air Force 1! ec fo give the NIunitions Board 
the funds to place these pool ordet 5. SO the Industry could vet gone, 
but was unnble to transtel those funds tO the Mi hitions Board: 
that correct 4 

(reneral Wonurr. That is rieht. 

Senator Moopy. When was that. General 7 


General Wore. That was during the latter part of 1950 or t 
( irly posure ot od. «| rine the period Whel We Welle fier})t ne to cet 
| 0 o o 


the relief from thre price free Ze. 
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We. ] OWRVE 
) direct ly to the machine-tool industry and to the subcontractors. 
many cases we were unable to vet firm orders, for the reason Mr. 


place 


ty 
ty 


‘ 


(1e) 


{ 
} 
? } 
~ 
T 
i 
‘ 
{ 
( 


General Wore. That is right, sir. 
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‘r, immediately released by contract a large amount of 
S given you, and the same which were the industry. 


ie Air Force was instrumental in having the industry 


in Europe for machine tools. 


Senator Moopy. Were you instrumental in any expansion of the 


Ss country 


LF} Was I instrumental ? 

by. Was the Air Force instrumental in the expansion 
h Ss country 

LFE. Yes, sir. 1] personally contacted Mr. Boyer with 


it ( eral Motors to the business of building 


» tO? just a few minutes, 
omplete yvour thought that you brought 


Iwo, regarding the program that was to be com 


I | | ot tell j \ T] have been 
rogram. ‘The reasons, I do not know. 
\\ July, was that still the program ¢ 
I \\ } i t l Mi J ly fi Cr'¢ Wil ‘Ol! sic] rable dis- 
i ? } 
1 . 


, , } 1 ? 
or, iniiv, the availability 
\ =~ : 2 1D} ¢ oO W tC Wwho vid 
/ 
LFF. wi the 1 lt of manv reviews bv the Air 


ot} e] 1 pat tments., by the Nin itions Board, Al d by 


; weenie cuesiaen t teey hea 
a review 1 Clatiy when 


1e\ could do this, 
LFE, Based O! the assumptions we could vive the in- 
py. You assumed at that time vou could get the tools? 


= 


opy. Then you found you eould not vet the tools: is that 


il WOLFF. Because of the operations of the change in 


py. The operation of what? 


(zene ral W oLFEe. T} ech nge of prio} ties of the machine tools and 
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ons of materi ils and machine tools to other prosucts. 


opy. In other words, you feel that the tools were in the 
ou did not get them: is that correct ? 


FE. They could have been built in the period had we 


, 


he priorities that we assumed we were entitled to and 
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Senator Moopy. Now, let me ask you this, Genera! 

Phe statement has been made, or at least it has been implied here 
that the reason the sch dul s cannot be met and the reason they are 
unrealistic 1s because the machine tools to meet the schedules do not 
exist in the country. 

Now, as I understand what vou have said, the schedules could have 


been met: they were not unrealistic: the machine tools did exist in the 


co try, but they would not assign to vou: fhat corre 
(y eral Wourr. I did not say the machine t 3 existed n the 
(*¢ try. We assumed that the problem of { rene ne-tool 11 trv 
We ad be quickly recos zed ana the nec | \ . 1p] it ive} oO tne 
Thiiie ool ha We l med { | | t ( ( 
1] try id build up and accelerat ent fast te ( 
( oad 
\t the “, cL or g i) 
t 10 | t | | { } t thie 1 
itor Moopy. You feel th the 1 li 
\ t ul ea ( Lert [ ( 
l } iD } 
{ ! | uy ind Tol { \ | l 
felt { ul vou should mave had, Ul the Lol i] hiterest: that orrect é 
(4 ral Wr | A tain 
4 to Ni > Now vi | ( \ \ (y ! | 
Mot d asked them te , , 
ey Wray | 
a: Lif \I | \ u vg Vo 
{i | \\ l \\ ! ey i ‘ | 
\ | ( \ 
j i | 1 \ } i ! “y } ‘ } } 
I | }?) t or¢ | ( 
| ( li Ct I 1 l lL) tils | \ t ») l i 10 Pore erie 
n World War II 
| ) 1é | ‘ | C « th ri) Nin RB Ve \ ; re rl é 
people write him to initiate negotiatl \ the I er Co. to take 
( this ob 
Phat, ina sense, Was the \ir Force etfort to pla ea pool o ier, \ 
Mr. Bover and Mr. Bergstrom have indicated, we w e and 


} 


ible, with oul money, tO Initiate action to start it. Whether or not 

of all the machine tools placed on order, those orders would be finally 
locnted to us or not was not known, but we all realized what the 

machine-tool industry needed, and it was ordered immediately. 

We wanted to vel this pool order thing voing. The Munitions 
Board could hot; So the sery ices Indiv idually tried to take What action 
They could to fulfill the requirements of the machine tool Waustry 
to get started. 

Senator Moopy. You not oO ly were placing the pool orders but 
you were also expanding the capacity of the industry, were you not ? 

(reneral WOLFE. In effect. that is what vou do when vou let sub 
contracts. , 

Senator Moopy. Did you select any other subcontractors besides 
I isher ? 

General Wourer. I personally had no part in recommending certain 
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yr opte, 
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General Wourr. LT personally had no direct action in contaet with 








other OMlpal eS. Hoy ever, nstructions were ssued by hii olhics to 
Wright Field to undertake a survey of pot tial manufacturers who 
could assist the machine-to ! 
Senator Moony. Was it as a result of that survey that this expan 
m Of subcontracting t | il Mir. Bere tron ce eribed here thy s torn 
G ral \ OLFI Wi Pported that action: ves. si 
senatol Moopy. That nas res ilted, a Mr. Beres ro Lt Hed hi 
} mit LeO0O sub | 1) j a ‘| hire Lyric (MeVeLropyye f 
‘ mdiustry ¢ 
General Worre. Had we been able to tak ition earlier, we 
\ en Turthy long the road 
| ese Gels tliat vs rar ( ( | | today | Tee ire the reason 
{ the progvra | if ys) k | 1 Ot belleve that the ure V 
i ived At Teast. ] ive 0 | rw lec oe that the problem the 
ill | { Cal fol eC ¢ meres nthe program miust be cline tT) the 
( Pierre t Utve progral 
the machine-tool industry. as has been testified to here, it i prob 
( ( not i\ Yr recog ect it ¢ raw ¢ ouch ind support he t prop 
( \ tor] } Vy rensons 
senator NMIoopy so Tar as ow, there | is bee) ho good reason 
relaxing the sense of or that existed at the time when vou 
nat? 
General Wourr. As faras I QO indso 14 reiterate that since 
July | LN thad aces to formation Ww v"\ avallable to me 
rare = I mnot vl ve] 
sel or Moopy. <As 1 \ ( ho ere ( are Cte eed 
~{ ot ror Ve 
General Wourre. That is ont 
» r Moopy \1 | S months after the war started ? 
General Wourr. That right ! 
way tor NI ODY. \\ ] Oo t¢ ] \ these ft Oo companies dia not 
‘ f (rene Wi ive been t | hera tot ih if how STOW 
(rove! ( tf ha Lene rie 0 ( of t e rensol fo] t. but ere iS 
tuati ere two companies were neg g Uhh ea other 
Why did they n together? 
General Worri wnnot a ver that from first-hand knowledge 
| now that tis t e delay vas due tothe f t neither of the com 
es could get some of their questions answered by either the Armed 


> 


Forees——that is. the Air Force—or the Munitions Board. mainly as to 


hen the price merease would be allowable. That took some time 


tnere 
’ 1 ’ } 22 1 
Senator Moopy. In other words, thev waited until they were sure 


they could get a price increase 


(general Wor FE. That had a oreat deal to do Vi th some ot the enr] 


| Vv 


lelays. Then, the negotiat ons between the companies from the im 
formation which was given here. which is my first information—seems 


to me to be unreasonably lone. Other reasons for it. I do not know. 
Senator MIoopy. ] have heard ho reason vel why it should have 
iken Trom February to September to complete that eontract. 
General Wor I do not know about it either. 
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Senator Moopy. General, vou were an expert on this giant 
program, and vou endeavored to get some of these giant presses W 
vere ay Hable abroad. and some of which wound up in Russia / 
General Wouter. Some of them did. 

Senator Moopy. Did we get some of them / 

General Wore. Yes, si 

Senator Moopy. The important presses we got for the 

ere TWo, W il we call the equivalent of LoM0U-TOM Presses 4 
(ieneral Wourr. We vot two 1)5.000-t press “And ¥ 


re Spy] rand SUuUPpPortine’ Presses 


Senator Moopy. How many of those pres= ent t 
Creneral Wourr. | have no certain knowledge ot anv othe 

big one, the 50,000-ton press which Was Given to the R 

Senator Moopy. Where, in Germany, was that / 

Crehe | WoLr Phist was located i Bitterfeld 

Senator Moopy Where. n Germany, s Bitterfeld ln the A 


I ; 
one, or the Ivussinn zone 


ris ‘ rselve berore tin \ ttlO Chie ub cee! 
the Zones Were made. 

Senator Moopy. Who gave the press to the Russians, do vo 
aor did they pust take U3 

General Woire. Well, just under reparations, it came wit 
territory. as mn the « ise of the 13 it fh adhd O rselvi | e\ 
pplied t rouge nol ul wanel r trie t it Vv 

what we did on the presses we got 

s \I 1) | vay ‘ : 

{ (rer \ i Hi a ot, G 


General Worrr. | do not know 


It j oct 
s tor Moopy. Toa ( 
ist 
Ai l \\V j l | tVe er Deel } e | ate ‘ 
\ wi ft rmbocntlol Ot thre rt Ol! tie! \ 
thout illo illo , 
Senator Moopy. If there was some allocation, would there 1 
i record oft t ¢ 
Gieneral Wornrt There hould he, 
Q(Qnee the pres Wis O1lVel to the Re —S1f)s: with n the zone, 
that there was no chance to wet it. We had no chance to oe 


others out of the Russian zone. 


1 1 


senator Moopy. Did vou not rec ommend the OUIGING ot more ¢ 


presses in this country ¢ 

General Wourr. Yes, sir. 

Senator Moopy. What happet ed to that program ¢ 

General Woure. I am now told that the program has finally 
approved and the money allocated. The contracts have eithe 
let or will shortly be let. 
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Senator Moopy. Who have they been let with ? 

General Woure. I think a wide number of manufacturers. ‘The 
press manufacturers in this country got the bulk of it. 

senator No Pie Llow bie Worl ld those presses be: do you know ¢ 

Gel eral WoL! E. I am informed now that the press program consists 
ofa maximum size up to 00,000 tons. 





Senator Moopy. These are even bigger than the pres that the 
lt got f 
General Wotrr. That is right 
senator \i YY. \\ i the primary use of he presses ¢ 
General Woure. The primary use within the aireraft madustry 
etal forming of large members of the airplane structure. 
“i Mao ) | crhaer W i ‘ tabnip the QO hnstead 
( ’ y r¢ rand putting the t it right 2 
(y t | \\ | Ch rig 
~ \I ) Wi ( st pr ( L program 
{ \\ Din 1%) fort wa ade by the 
\ I » Tine ( ig er prog { 
( Ti } { I | rtl | one large 
Lt Phat 
{ \\ n | radon Co. in 
\ i c } i 
. r NM y. | ‘ 
General Worre. 1 \ | Co. in New Bagland 
rM ) thin . 
( | Wor \ twa only lara e 1 d. In 1948 
t¢ he } | e ind { i e Air Force 
e pre n 
“i \ ’ { i ved! 1) re IK l \ ittack ¢ 


Senator Moopy. Was the industry against it? 

General Woure. I will say that the majority of the aircraft indus 
try was not interested in the press program. ‘That was for various 
easons. It was then difficult for the Air Force to vo forward with 


L program of this size and amount of money W thout support of the 
ndustrv. 

Senator Moopy. How much money was involved / 

General Wotre. We started off with a very small program. <As I 
remember, the first program would have cost approximately $15 
million. The first program called for the financing of bringing these 
(;erman presses over and installing them in the factories, and a cer- 
tain amount of money for experimental and development of the 
processes, That money had to be taken out of the current Air Force 
appropriation. ; 

We were fortunate because the then Under Secretary, and the 
Secretary, Mr. Symington, saw the need of these presses and sup 
ported us before Congress and the Congress gave the Air Force that 
vear the largest amount of money of the three services for indus 
trial-mobilization purposes. 

Senator Moopy. My impression always was that Mr. Symington 
wasa man of great foresight on this entire problem. 

General Wotrer. That is right. He gave us the support necessary 
fO start the program. 








MACHINE-TOOL SHORTAGES 143 


vet the money to go ahea 


with the program. When I left the service we had approved & 


. ao : ] ry} 1? } , -? 
milion of the program, The program at that time called for a 75. 


Phen in subsequent years we attempted to | 


QO0-fON Press, a DO, LWO +>) il a SOT ha ones, Doth vertical na 
1 - 
norizontal. 
VI | + } t t ’ 
The total program has been hanged SOMmMeWHAL. DU { ( 


proved and they w 11] YO forward with it. 


Senator Moopy. General, when this discussion took place fe 
vising downward the schedules you thought were necessary and rea 


tic for the building of the Air Force, did you protest interest 
Air Fore ral t that reduction / 


\y eral \\ LF! a e ii. | Wal fis { vr TO! \ 


) | et } ( ily 1) { \ }} { J ! 
p1 LP till 
~ tor M Yi ried e | Cy ! i 
i il Worl i e@ best OF my { 
vhich La posed to operat 
‘e) \ { \ | » 1 , y hil t¢ ( i 


aering whether ye 
General Wor I \ ol y ) 
\I I } iO] , I 


(y eral WoLF! No. . I went thy ( ’ 1c] y { 
hit | Val asked by Mr. S nee \ oO 


eep the program going’. ] reed To st l i | 


Senator Moopy. You do not know how the R 


presses 4 You went to Germany on th 
General Wore. Yes, sir. 
Senator Moopy. When did you go? 
General Worrr. 1 went to Germany first in 1945, 
Senator Moopy. You went and looked at the presses and vou { 


the Russians had already taken those presses 4 

General Woure. No, not then. 

senatol Moopy. You saw the b g presse ul t| it time 4 

General WoLFr. Yes, sir. 

senator Moopy. When did the Russiat take the bie ress after you 
saw it? 

General Wortre. If I remember correctly, the Russians ‘completed 
the movement of these presses and other equipment in eal ly 1949. 
Senator Moopy. Do you mean that it took | years for us to move on 
. thing and in the meanwhile the Russ Wns moved t out é 
General Wourr. That is right. 

Senator Moopy. Now, on this J ipanese thing, have u reviewed 
e machine-tool situation in Japan ¢ 
General Wovre. I am not familiar with the Japanese situation since 
"48. T came back from Japan in January 1948. Although I went 
over there after the Korean war broke out, Id 

othe manufacturing industry. 


id nothy with resp { 
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Senator Moopy. People have questioned me from time 
yp WAY as chairman of the committee T should be exam 
ons which involve General Motors. which is not exnet 


ISINe@SS, It does atfect the subcontractors of General Mote 


(reneral Wourr. That is right. 
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\ Bergstrom, | very detriment i I feel the 
ty about the Air Force program. If you keep changing the program 
all the time and require the manufacturers to keep changing their 

lanning and implementation, you are losing time. 
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It > far better to go al 


cLtiie 


ead and overproduce than it is to change pro 


alii the time. | it Wis our exXperlel n tne last WAT. Ly 


ey re eri Ze fol hy) lc ne too much. but we did wih a war. 
Senator Moopy. And we won a war with a much lower casualty list 
n we would have hn it th othery 
General Wort Phe general theory still appli ie fellow witl 
( ( tT W | Tlie \ i! 
We cannot change these progran ll the time and expect to ¢ 
) imu outnp from anvbody it Wust | e the old storv about 
paperhang nr. Ile start o hang the paper 1) the dining room 
Ate ‘ My tnd sax “Stop putting it thre I 
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shortest period of time. We thought OUT ass mptior Ss were reasonable, 
that we would get our percentage under the Irgency ot these crit i 
materials and equipment. 

Senator Moopy. What was the strategic background of that? Ye 


the largest po ble An Force 1 the shortest po sible ti e 
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General, Lappreciate your coming here. Tam sorry we had to keep 


rei 


. . 
Vou Walting so lol YY but It Was cert unly worth while to the committee. 


ESTIMONY OF SAMUEL W. ANDERSON, DEPUTY ADMINISTRATOR 
FOR ALUMINUM, DEFENSE PRODUCTION ADMINISTRATION 
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There is an interesting article in Fortune magazine which schemati- 
cally illustrates how that may be done, which I will be glad to pass 
up to you if you are interested. 

Senator Moopy. I would like very much to see it. 

Mr. Berestrom. Before I leave, Mr. Chairman, there is one thing 
I would like to get into the record. Would that be possible ? 

Senator Moopy. Yes. 

Mr. Beresrrom. When we speak about the orders on the Bullard- 
Fisher job, the GSA placed an order for 757 machines, and a certain 
number to be redetermined and so on, 

The unassigned machines—you see, if machines were sold from 
that pool to a job done by Henry Brown, then that would be taken out 
of that pool or that pool order would be decreased by the amount 
that has been assigned for individual contractors 

Supposing that all of those machines had not been assigned and 
they would have to go into Government reserves under GSA, GSA 
would only be ob liged to pay s2 as percent of the contracted pric 2. 

The Government, in picking up the tab for the machines that have 
been unassigned, would be paying 82.5 percent of the contracted 
price. 

However, the machine-tool builder would get his 17.5 percent as 
soon as that machine had been sold to somebody, so GSA would re- 
cover its price and the ‘vy would get their price. 

[ just wanted to clear that up because when you were talking about 
the $14,000 and so on, actually if the Government took the machines 
and put them in storage under GSA, the machine-tool builder would 
in this particular case not recover his entire cost to the subcontractor. 

Senator Moopy. You see, we are looking merely for information 
here, Mr. Bergstrom. You realize I feel we must build our strength 
up and do it as fast as possible and I think at the same time we are 
trying to find all the ways we can to save money and if we have two 
profits here they are not justified ; that is all. 

Mr. Beresrrom. The one thing we do in NPA is that the emphasis 
is put on the projects that are most urgent, and on the type of equip- 
ment that is most critical. 

I go along with General Wolfe that if you get a different set of 
signals for the quarterback every day, he is going to be a mighty 
confused quarterback. 

Senator Moopy. One of the pur pose s of this hearing is to straighten 
out these slenals. 

Mr. Berestrom. Fine. Thank you very, very much. 

Senator Moopy. Pardon the interruption, Mr. Anderson. Will 
you proceed, please ? 

Mr. Anperson. As General Wolfe has pointed out, the use of large- 
size aluminum forgings will save a great deal in the way of man-hours, 
in metal and in time and will release an enormous amount of equip- 
ment when the forgings are fully available, which is now being utilized 
to shape unforged or cast aluminum, 

Senator Moopy. What ~~ are saying, I believe, Mr. Anderson, is 
that the advance method'of aircraft construction would be perhaps 
somewhat comparable to the difference between hand work which is 
done in many countries, and the production line way we have for our 
automobiles. It is just another cate ince in science, is that right? 
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Mr. Anprerson. Yes. It is perfectly clear that the Germans were 
considerably ahead of us in the techniques of forgings. They used the 
forging tec hnique extensively. 

While for gings do save a great deal of machine time, I would not 
think that the existence of forgings as against built up structures 
would do more than simplify the assembly processes in an aircraft 
plant. 

Senator Moopy. That is what some of these modern techniques do, 
I think, simply make them faster, and more simple, and make a better 
product. 

Mr. Anprerson, That is right. 

Senator Moopy. This program is now going forward ? 

Mr. Anprerson. Yes; all of the contracts have been let for all 
presses which are being manufactured by the most experienced people 
I the United States, United Engineering & Foundry Co., Mesta, Bliss, 

saldwin-Lima-Hamilton, and so forth. 

Senator Mc ODY. How do you vet tools to build a too] as big as that ¢ 

Mr. Anperson. That has been one of the great difficulties here. I 
think you have a picture of the German press there. 

Some of the casings in the 50,000-ton press, which we are building 
weigh well over 200 tons. We are restricted in the number of places 
we can build that size casting. 

The limitation of sources will have a substantial impact on the 
fabricating industry of this country to build them. That is one of 
the principal headaches, as a matter of fact. 

Senator Moopy. This is an item which is building up our long- 
term capacity to produce and I think it would be well worth having 
in our arsenal, 

Mr. Anprerson. We feel that way very distinctly. 

Senator Moopy. I guess that is it, Mr. Anderson. I just wanted 
to have this in the record and get this completed. Is there anything 
you want to say for the record ¢ 

Mr. Anperson. Except this, that the Defense Production Adminis 
tration and NPA are cooperating actively with the Air Force. This 
is a program financed by and under the sponsorship of the Air Force. 
They are furnishing the money for it. 

We have set up a task group under the chairmanship of Colonel 
Carter, whom I believe you will hear on March 10, which is designed 
to pull all interests together who are concerned with this program. 
Mr. Bergstrom is head of the Metalworking Equipment Division of 
NPA and has the technical responsibility for a great deal of the 
machines and equipment that go into this program and he is on this 
task force, as well as representatives of the Steel Division and other 
interested entities, 

It is that group which is managing, so to speak, the procurement 
problems that are arising in connection with the whole affair. 

Senator Moopy. My only regret on this is that they did not take 
General Wolfe’s advice sooner and get you down here to put this 
thing into effect more quickly. 

Mr. ANDERSON. 7 has been a controversial program, I understand, 

n the earlier days, but I think everyone is agreed on its now. 

General Wolfe did say this: He regarded the program as too small. 

That is a view which is fairly generally held and with which I am 
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inclined to agree. However, the program is so large in terms of its 
impact on the resources of this country in machining and construction 
that at the moment it probably would not greatly facilitate or greatly 
accelerate a larger program to technically enlarge it at this point. 

Senator Moony. After you get these presses, you will then have the 
facilities to make more of them and ean order them in an allowed 
time. 

Mr. Anperson. Yes, sir. 

Senator Moopy. Well, thank you very much, gentlemen, 

Mr. Woll and Mr. Frazier, will you come forward / 


TESTIMONY OF JACK K. WOLL, CHIEF, AVAILABLE TOOL SECTION, 
AND CHAIRMAN, ALLOCATIONS BOARD, NATIONAL PRODUCTION 
AUTHORITY; AND WILLIS T. FRAZIER, PROPERTY UTILIZATION 
COORDINATOR, FEDERAL SECURITY AGENCY 


Senator Moopy. Do you solemnly swear that your testimony before 
this committee will be the truth, the whole truth and nothing but the 
truth. <0 help you God? 

Mr. Won. Yes, sir. 

Senator Moopy. Do you solemnly swear that your testimony before 
this committee will be the truth, the whole truth and no thing but the 
truth. so help you God ? 

Mr. Frazier. I do. 

Senator Moopy. I might sav to you that vour efforts to obtain ma- 
chine tools for small business have been showine results that have come 
out in these hearmes. We had thi small-business men the other day 
who testified that once Mr. Noon: >was in touch with vou vou gvave 
them very quick action. T think that is not only a constructive thing 
from the standpoint of national production. but 1 Wives a eood lmpres- 


Will vou tell us what this program is that vou ire trving to lo in 
traighte ne out the surp] is of tools? 

\ rs \"\ Ll ¢ s. ‘< Fin 1 | will vive mv name ana backerou ned 

My name is -lack K. Woll. lam Clhnef of the Used Available 
ro Fs Sacetion and Chairm of the Institutional ATloc ation Board 
with the Government. I am President of Gary Machinery Co. of 


('nnton, 4 no. 

Senator Mo ft Will vou state vour name, Mr. Frazier, please ? 

Mr. Frazier. lis T. Frazier, Chief. Surplus Property Utilization 
Division. nega Security Agency. 

senator Moopy. And \ ou are W ith NPA? 

Ir. Wott. Yes, sir. 

I havea prepared statement covering the educational activities, if 
you want me to read it, si 

Senator Moony. Yes. 

Mr. Woun. After World War IT a substantial number of surplus 
machine tools were placed in educational institutions by the armed 
services and the War Assets Administration. 

These machines were transferred under several different laws and 

atutes, which imposed varying conditions with respect to title, use, 
a disposal of the property. 

When the machine-tool situation became critical early in 1951 sur 
veys were made to determine how many tools remained in the custody 
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of educational institutions and what proportion of them might be 
diverted to defense production without impairing the training func- 
tion they were originally designed to serve. Some estimates ran as 
high as 100,000, but there was general agreement that at least 5,000 
heavy machine tools of types badly needed for defense production were 
available for diversion to industry. 

The problem was explored by the Federal Security Agency, the 
Department of Defense and the National Production Authority over 
a period of several months, but was immensely complicated by the 
conditional title under which most of the machines in question were 
held, and by the absence of accurate records covering the original 
transactions. The solution reached was embodied in an agreement, 
effectrve January 15, 1952, between the Federal Security Agency 
and the Department of Defense and NPA. 

Under the terms of this agreement, a procedure has been set up 
assigning responsibilities to each of the contracting agencies and to 
the National Production Authority. In general, the Federal Secur ity 
Agency is responsible for locating and preparing inventories of avail 
able tools and for establishing title in each individual case. T he ‘De 
partment of Defense, through the Maimitions Board, gives general 
surveillance to the whole program, which is implemented by the three 
armed services. Field re present itives of the NPA and State Direc- 
tors, armed services assist S.A representatives in locating, inspecting, 
and inventorying the tools. 

Machine tools identified under this procedure as available for lease 
or purchase by defense contractors are reported by Federal Security 
Age ney toa M: whine Tools Allocation Board for assignment in terms 
of existing urgene Y lists. The Chairman of the Machine Tools Alloca- 
tion Board is Mr. J. K. Woll of the Metalworking Equipment Division 
of NPA. The me nt rs are Mr. John Williams, representing the Mu- 
nitions Board, Major K. Bonney, representing the Air Force. Mr. 
James Proctor, representing the Army, and Commander A. Johnson, 
representing the Navy. The Board held its first meeting on January 
28, 1952 

Up to the present time 289 units have been recovered and allocated 
to defense contractors and the Armed Services themselves. ‘The ap- 
proximate cost of these machines at current prices would be SOUZ SOO, 
but the actual cost to the Government has been only $30,228.97, indicat- 
Ing a net saving of $662.661.03. 

it will be noted that the program has been in effective operation 
for less than a month but results so far are highly gratifying to the 
participating agencies. ‘The prompt recovery and utilization of a sub- 
stantial proportion of the surplus machine tools in the custody of 
educational institutions will help defense programs reach maximum 
production, will save critical materials and manpower, and in many 
instances, will provide the tools needed to permit small businesses to 
participate in defense production. 

Senator Moopy. Now, Mr. Frazier, will you proceed ? 

Mr. Frazier. | have a prepared statement I would like to read. 

Senator Moopy. Very well. 

Mr. Frazier. Mr. Chairman, for the benefit of the members of the 
committee that may not be familiar with the operations of the Surplus 
Property Division of the Federal Security Agency, I would like to 
make a brief statement on the background of the activities of the 
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Government in the disposal of surplus property for educational pur- 
poses as it re ‘lates to machine tools. 

The Federal Security Administrator was given the responsibility 
under Public Law 152—Federal Property and Administrative Serv- 
ices Act of 1949—for the allocation of Government surplus personal 
property to the various States and the transfer of surplus real pro- 
perty to tax-supported or tax-exempt institutions, for health or educa- 
tional purposes. 

The Administrator was also given the responsibility subject to 
review by General Services Administration, under that Act, to enforce 
the terms and conditions under which surplus property, including 
many million dollars worth of machine tools, was transferred for 
wealth and educational purposes under the Surplus Property Act of 
1944. 

The Administrator has de ‘legated these functions to the Office of 
Field Services for direct operation by the S urp lus Property Utiliza- 
tion Division. 

It should be noted that several Government Agencies disposed of 
property to schools, including the Air Force, Army, Navy, Marine 
Corps, Federal Works Agency, Public Housing Administration and 
National Youth Administration, under legislative authority separate 
from the Surplus Property Act of 1944. It is estimated that over 
100,000 institutions have received surplus property from the Govern- 
ment. 

During the period of disposal of property by War Assets Adminis- 
tration, most of the 48 States established Agencies for the purpose 
of procuring property from the Government for educational purposes. 
Public Law 152 recognized these State agencies for surplus property 
by prescribing that allocations of property may be made to these 
agencies for distribution to the individual institutions. The Federal 
Security Agency operates through these State agencies. 

With the declaration of the present national emergency by the 
President and the reversal of economic conditions, the State agencies 

nd the Federal Security Agency cooperated with the Department of 
Defense by returning several million dollars worth of property that 
had been allocated to States but had not yet been dis tributed to 
institutions. 

In addition, an agreement was signed in March 1950, between the 
Office of Field Services, FSA, and the Munitions Board, establishing 
procedures whereby former surplus property now excess to the needs 
of an institution would be reported to the Department of Defense for 
screening and possible use. 

Since that date over $1 million worth of electronics, medical sup- 
plies, motor vehicles, and other items have been returned to the De- 
partment of Defense. 

During July and August 1950 our office received a number of com- 
plaints from State agencies and schools that machine-tool dealers and 
representatives of several Government agencies were visiting their 
offices in an effort to buy machine tools. 

The schools were uncertain as to their rights to sell the property and 
the State agencies requested that we establish proc edure that would 
insure compli: ince with Government regulations. The most important 
question was that of deciding who had title to the machine tools that 
had suddenly changed from items of nominal value to extremely valu- 
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able commercial equipment. Following an intensive review of the 
many laws and regulations under which these tools had been trans 
ferred, a procedure was published that enables our field offices to 
make title dete rminations. 

In August 1951 the National Production Authority requested FSA 
to cooperate in obtaining idle machine tools from educational institu 
tions as part of the e ffort to alleviate the critical shortage in defense 
ee While we agreed to coope rate to the full extent of our 
ability, we pointed out that in view of the 70-pereent reduction in 
ap onion in July 1951, and with only three men in the regional 
offices, our participation was necessarily limited. 

In September 1951 the Southern Procurement Division of the Ai 
l’orce request d our Dallas. Tex. regional oflice to assist in loe tt] y 
and procuring idle machine tools from schools in that area and fim 
nished funds with which to employ five people for this purpose. 
Durine October, November, and December, the Dallas office located 
and assisted in delivery of 118 machine tools valued at $727,000 to thi 
Air Force and other military departments at a cost of $131,000 and 
net saving to the Government of S596.,000. 

On January 15. 1951, an agreement was executed between Federal] 
Security Agency, the Munitions Board, and National Production Au 
thority providing for a concentrated machine-tool recovery program 
on a national basis. The Department of Defense, with approval of 
the Bureau of the Budget, agret d to provide FSA with funds on the 
basis of $15,000 per month for 6 months to employ personnel and defray 


expenses, 


In order to assure proper allocation of these tools in accordance with 
defense-contract priorities, an Allocation Board was established with 
an NPA official as chairman, together with a representative of the 
(Army, Navy, Air Force, and the Munitions Board. AII tools located 
and reported by the State agencies and FSA are presented to this 
\llocation Board for disposition to defense facilities contractors, mili 
tary services, or to machine-tool manufacturers as defense prioriti 
indicate, with t itle vesting in the (,overnment. I VW il] be ol: id to fw 
nish copl SS of det: tiled procedure and form used if 


you want them. 
Since Janu: ry 15, 1951, 2.008 too Is hav , been 


located and are being 


processed : LOY t¢ ols have | Dee T) reported to the Alloeation Board: 2s 
too! have he 1 allocated and nre heir oe picked ip The te Pe alloe iter 
so far are valued at $692,890; expenses of the eee during the 
first 5 weeks of operation, including the $15,000 ex ‘nded | yy FSA, 


total $45,229, thus anliinta an approximate net fin: ws - F al saving to the 
Government of $647.661. This sum, of course, is insignificant in rela 
tion to the utility value of these machines in defense production of 
planes, tanks, and other military items. 

It should be emphasized, Mr. Chairman, that the machine tools being 
recovered by this Agency are only those excess to the needs of the 
thousands of vocational schools, colleges, and universities where de 
fense workers are being trained. 

No attempt is being made to secure tools in active training service 
nor those intended for immediate use in training programs. It should 
also be noted that the large majority of the institutions are voluntaril\ 
relinquishing these machines to the Government for “out-of pocket” 
expense, even though they may have clear title and could realize many 
thousands of dollars by sale to machine-tool dealers. . 
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The above figures are the results of the first 5 weeks of ope ‘ration. 
More and more tools are being located daily by the State agencies and 
FSA employees working together. I received a call from Pennsyl- 
vania last night from one of our regional representatives to advise me 
that he had located 10 very valuable machine tools that would be re- 
ported within the next few days. Similar reports are being received 
daily from other regional offices, and we believe that within the next 
few months a very significant contribution to the machine-tool supply 
will be made through this program. 

You will be interested to know, Mr. Chairman, that last November, 
the purchasing agent of the State of Michigan called to request the 
assistance of the Federal Security Agency in disposing of a oy 
of property held by the Michigan College of Mines and Technolog 
Houghton, Mich. 

This property had been acquired from surplus stocks and is no 
longer required for educational purposes. 

\ member of our staff met with representatives of the college and the 
State purchasing officer at Houghton, Mich., to inspect the property 
and recommend disposal action. As a result, 34 machine tools were 
offered for recapture by the Department of Defense. Of these, 13 
machine tools having an estimated replacement cost of $45,000 were re- 

captured at a total cost to the Government of $1,882. The remaining 
property is being reallocated to other eligible claimants in the State of 
Michigan and any portion not so required will be sold at public sale, 
with the net proceeds thereof reverting to the United States. 

I will be glad to atte mpt to answer any questions that the committee 
may wish to ask, Mr. Chairman, or to furnish any other information 
that is desired by the committee. 

I would like = add a few things to what Mr. Woll has said. 

In August 1951, the National Production Authority requested Fed- 
eral Security . ‘ney to cooperate in obtaining these idle tools. We 
agreed to cooperate, but pointed out that our ap propriation had been 
reduced by 70 percent and with only three men in the field offices we 
could not do much to help. 

[n September 1951, the Southern Procurement Division of the Air 
Force requested our Dallas office to assist in procuring tools and funds 
with which to employ five people. 

During the three months of October, November, and December, the 
Dallas office located and assisted in delivery of 118 machine tools val- 
ued at $727,000, with a cost to the Government of $131,000, with a net 
saving of $596,000. 

Senator Moopy. How does that figure jibe with the figure Mr. Woll 
just put in the record ¢ 

Mr. Frazier. This is.over and above, because it was prior to this 
present program. The present program is being conducted on a na- 
tional basis. 

Senator Moopy. This was a pilot program. 

Mr. Frazier. This was merely the Southern Procurement Division 
of the Air Force. 

Mr. Wort. Actually that was prior, Senator, to the National Pro- 
duction Authority’s entrance into the picture officially. 

Senator Moopy. Does this not indicate that there must be a vast 
store of these tools around the country if, by putting five people to 
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work, you can find 118 critical tools and make what appears to be a 
saving of more than $600,000 in such a short period as you describe? 

Does that not indicate that we may have a vast number of tools that 
can be recovered profitably ? 

Mr. Wout. Yes, sir, and I would like to bring out, Senator, that 
these machine tools are idle and excess and surplus to the schools’ 
needs. We are not, under any circumstances, touching machine tools 
which the schools have set up and are using under any of their pro- 
grams. These are idle machines which they do not need and most of 
them they have never run in the 5 or 6 years that they have had them. 

Senator Moopy. Can you give me any estimate, Mr. Woll, of the 
extent to which this pool g goes which we are just beginning to tap? 

Mr. Wout. That is a pretty hard thing to say here, sir. We think 
that we should be able to get a minimum of 5,000 and a maximum of 
25,000 machines out of this. 

Senator Moopy. You feel that there are 5,000 to 25,000 machines 
that you can get. 

Now, how much of those are critically short, Would you estimate ? 

Mr. Wo... I cannot say. As Mr. Bergstrom stated to you prior to 
my coming on the stand, the machine-tool picture has change consider- 
ably in the past couple of months and that is definitely true, sir. Today 
planers, planer mills, horizontal and vertical boring mills, large sur- 
face grinders, and machines such as that are really the critic ‘al ma- 
chines because they are the ones that take a tremendous time to build. 

[ do not think we will find a planer in the school. A planer is usually 
from 16 to 40 feet long. That is a tremendous piece of equipment for 
any school. Actually some of these schools have equipment that they 
would have to build new buildings to put it in if they were ever 
going to use it and they would never use it. 

Senator Moopvy. Do you have an estimate of the value of these tools 
that you feel are recoverable? 

Mr. Wot. Being a small-business man myself, sir, this talk of 
millions that I hear in Washington scares me. I cannot estimate how 
high it would run, but in the first run we have saved nearly $600,000 
and that is a lot of money. 

Senator Moopy. It certainly is; particularly for a small-business 
man. 

Mr. Wot. It certainly is. 

Senator Moopy. Or for a Senator, I might add. 

Mr. Noone. You have been able to acquire those machines at no cost 
to the Government ¢ 

Mr. Wot. At a cost of $30,228.97. 

Mr. Noone. Are you paying those schools for the machines that you 
take back ¢ 

Mr. Wott. That brings up a question upon which Mr. Frazier will 
definitely give you an answer, and I can say this, that on some of the 

machines, the Government still has a vested interest in those machines 
and when we capture or recover those machines, the only money paid 
to the various institutions is the money which they put out to acquire 
the machines, which includes freight, handling, and possible storage. 

It usually runs maybe a couple hundred dollars for a $10,000 
machine. 

97630—52——-11 
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Senator Moovy. In other words, you are not paying the schools 
for these machines that were given to the schools? 

Mr. Wo... There were so many different laws and statutes, Senator, 
under which these machines were donated, or sold to the schools—and 
when I use the word “sold” I mean a minor cost, such as 5 percent of 
fair value—and I believe one of the laws specifically gives direct title 
to the institution. 

As long as title has been given to the institution, Senator, it is their 
machine and if you want it you are going to have to pay for it. 

Senator Moopy. If they should ask a high price, does the President 
not have power of requisition ? 

Mr. Frazier. Sir, may | answer that ? 

Senator Moopy. Yes. 

Mr. Frazrer. As Mr. Woll has stated, in many instances the clear 
title to the machine is in the institution and it is my understanding 
that no property can be taken by the Government without due process 
of law. Therefore, if the school insists that they be paid the OPS 
ceiling price, we have no right to deny that. 

Senator Moopy. Let me read to you from the National Production 
Act, title II, section 201 (a): 

Whenever the President determines (1) that the use of any equipment, sup- 
plies, and component parts * * is needed for the national defense * * * 
he is authorized to requisition such property. 





You do have power to requisition it. We put that in the law specifi- 
cally last year. 
Mr. Frazier. Yes, sir; but would they not still have to be paid? 
Senator Moopy. We can requisition them, I believe. 


STATEMENT OF ROSS LANGDON, DIVISION COUNSEL, METALWORK- 
ING EQUIPMENT DIVISION, NATIONAL PRODUCTION AUTHORITY 


Mr. Lanepon. Of course, NPA has power to requisition these ma- 
chines, but we have to pay Just compensation for the machines. 

Senator Moopy. You must pay just compensation but not neces- 

sarily whatever they might ask for it. 

Mr. Wo.t. They can only ask the price today. 

Senator Moopy. If they have acquired a machine at 5 cents on the 
dollar and have not used it since, I don’t see what would be just about 
paying the ceiling price for it. 

Mr. Lanepon. Unfortunately the courts by and large in the deter- 
mination of just compensation have determined that to be what a 
willing buyer would pay a willing seller at that particular time. 

Where you get into a tight situation of ceiling prices, most of the 

ases have awarded the person whose property has been requisitioned 
a ceiling price. 

Senator Moopy. Mr. Woll, if you or Mr. Frazier have any difficulty 
getting any machinery, if you feel the Government is being held up 
on the price basis by any school board or anyone else, I ‘wish you 
would let the committee know. 

Mr. Won. Yes, sir, I definitely will, and if I don’t hear some word 
on some schools within a couple weeks, I will definitely let you know. 

Senator Moopy. If we can be of any help to you, we will give you a 


hand. 
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Mr. Frazier. In defense of the schools, Senator, I would like to add 
something. 

Senator Moony. I wasn’t attacking the schools, we were simply tak- 
ing a representative case where they might ask for an unjust price. 

Mr. Frazier. The large majority of schools to date are voluntarily 
surrendering their tools even though they have clear title, for out-of- 
pocket expense. 

Since January 15 when this national program began, we have 
located 2,008 tools. The ‘y are now in process of being reported to the 
Allocations Board. We have actu: lly turned over reports of 402 tools, 
of which 289 have been allocated. 

Now if we wanted to project the savings, per tool, so far, to the 2,008 
that we have located, the saving to the Government would be ap 
proximately $15 million. 

Mr. Noonr. How do you estimate that savings? Do you mean the 
actual cost of acquisition as against the cost of a new machine 4 

Mr. Frazier. Yes, sir. 

Mr. Wot. Senator, I believe this would be of some interest to you 
Since we have this program, we have located four Bullards, and 
there will undoubtedly be more. 

Senator Moopy. That is of great interest. 

Mr. Wott. Two 42-inch Bullards out of the four. 

Senator Moony. I might say congratulations. 

Mr. Frazier. You might also be interested to know that the ve ch 
igan College of Mines and Tec] mology made available 34 machine tool 
for recapture last November. Of these, 13 were picked up by | the De 
partment of Defense, with an estimated replacement cost of $45,000, 
and they cost the Government $1,882 to pay the expenses to the college. 

Senator Moony. I am sure that a man like Grover Dillman who is 
the president of that college would not attempt to hold up the Govern 
ment and I hope that other educators around the country will react 
equally in the public interest. 

Mr. Frazier. The Department of Defense has furnished Federal 
Security Agency with the sum of $90,000 to be expended at the rate 
of $15,000 per month over a period of 6 months. 

Senator Moopy. Would you get the tools faster if you could spend 
it at a faster rate? 

Mr. Frazier. Yes, sir, we could. 

Senator Moopy. Would you give me a report on that ? 

Mr. Frazier. We will be glad to. 

Senator Moopy. What is the limitation or by whose authority is 
your rate of expenditure limited ? . 

Mr. Frazier. The Bureau of the Budget approved the transfer of 
funds from the Department of Defense to Federal Security Agency, 
on the basis of $15,000 per month for 6 months. 

Senator Moopy. And you say, as I understand it, that if you spend 
this money more rapidly, you get the tools more quickly; is that 
correct ¢ 

Mr. Frazier. Yes, sir, I think that could be illustrated in the dif 
ference be ‘tween the Southern Procurement Division operation, where 
they had 5 people, they located 118 tools we now have 23 people, on 
this $15,000, and in 1 month we have located 2,000 tools. 

Mr. Noone. Are they actually visiting the schools? 
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Mr. Frazier. It means an actual visit to each institution and in 
many cases meeting with the board of regents of colleges and uni- 
versities, 

Senator Moopy. This is obviously a program the Government 
ought to undertake vigorously and I hope you will give me a report 
on this expenditure thing and perhaps the committee might take it 
up with the Bureau of the Budget and see whether we cannot break 
this one loose for you. 

Mr. Frazier. All right. 

Senator Moony. I am sorry we do not have more time to discuss 
it. I hope you will let us know about any of the other types we 
mentioned. 

Mr. Wout. I would like to make two statements, if I may. It 
will only take a moment. 

First, concerning small business, if small business will contact us 
you can rest assured we will do everything in our power to help 
them as we have in the past, that you know about. 

Senator Moony. You will notice I opened the hearing with that 
statement because you certainly have earned the good will and grati- 
tude of some small-business men who have been before this com- 
mittee already. 

Mr. Wott. And No. 2, Senator, I would like to state Mr. Boyer 
and Mr. Bergstrom made a statement that the machine-tool manu- 
facturer should be protected after this is over. Being a machinery 
dealer, I feel that the used machinery dealer should have some pro- 
tection because their help in the national emergency, while it might 
not be as great as the machine-tool manufacturer himself, he is of 
definitely great help to the country. 

Senator Moopy. I can see your point and I hope you will keep in 
touch with the committee both of you and see what we can do about 
getting this out. . ath 

When we do renew these hearings, which we will do within 10 
days or 2 weeks, we may ask you to come back and give us any ad- 
ditional information that you have. In the meantime, if you will 
furnish this information about the budget, perhaps we will see what 
can be done in a constructive way along that line. 

Mr. Wott. There is a huge reserve of machine tools in the hands 
of used machinery dealers which you would like to hear about at 
some time. 

Senator Moopy. There is? 

Mr. Wott. Yes. 

(Whereupon, at 2:20 p. m., the committee recessed to reconvene 
at the call of the chairman.) 
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MONDAY, MARCH 10, 1952 


Unirep States SENATE, 
SUBCOMMITTEE ON MopILizATION AND PROCUREMENT, 
OF THE SELECT COMMITTEE ON SMALL BUSINESS, 
Washington, D.C. 


The subcommittee met, pursuant to call, at 10: 15 a. m., in room 457, 
Senate Office Building, Senator Blair Moody (chairman of the sub- 
committee) presiding. 

Present: Senator Moody (chairman of the subcommittee). 

Also present: Charles M. Noone, committee counsel, and William 
D. Amis, investigator. 

Senator Moopy. The committee will be in order. 

Is Mr. Alfred W. Lawson here ¢ 

Mr. Lawson. Yes, sir. 

Senator Moopy. Will you come forward, please? Do you sol- 
emnly swear your testimony before this committee will be the truth, 
the whole truth, and nothing but the truth, so help you God? 

Mr. Lawson. I swear whatever I say will be true. 

Senator Moopy. All right, sir. 

Mr. Amis. Have a seat. 

Senator Moopy. Sit at the end of the table. 

Mr. Lawson. Here | indicating | ¢ 

Senator Moony. Yes. Will you give your name and address, please, 
Mr. Lawson, and our occupation ¢ 


TESTIMONY OF ALFRED WILLIAM LAWSON 


Mr. Lawson. Alfred William Lawson. That is the name. Is 
that what you wanted ¢ 

Senator Moopy. Can you hear me all right ? 

Mr. Lawson. Well, if you can talk a little slower perhaps I can. 
Can you hear me? 

Senator Moopy. Yes. 

Mr. Lawson. All right. 

Senator Moopy. What is your address? 

Mr. Lawson. Address? 

Senator Moopy. Yes. 

Mr. Lawson. Well, I suppose you would call it the University of 
Lawsonomy. Letters reach me there any time they are sent. I go 
there every once in a while and stay overnight or 2 or 3 days to see 
that the institution is being run as I direct it. I am the donor of 
the institution. 
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Senator Moopy. Where do you live? 

Mr. Lawson. Where do I live? 

Senator Moopy. Yes. 

Mr. Lawson. Well I live wherever I happen to be. I am travel- 
ing around the country all the time in the interest of my work, 
stopping at different hotels and so on. I have no permanent home 
except I stop at the university every few weeks for 2 or 3 days or a 
week 

Senator Moony. Do you have a family ? 

Mr. Lawson. What is that? 

Senator Moopy. Do you have a family ? 

Mr. Lawson. I have a family; yes. 

Senator Moopy. Where does your family live? 

Mr. Lawson. They are in—what is the name of this town down 
here in Ohio? 

Senator Moopy. Columbus? 

Mr. Lawson. Columbus. They are in Columbus; yes. I don’t 
want that made public because I got a couple of children I am 
sure they have been trying to kidnap already, and it is a shame to 
think that a man has to give a university away to a bunch of directors 
and then have to pay the penalty to come to court as though he was 
one of them. I am the donor of the university out there of Lawson- 
omy. I gave it. I gave it to a board of trustees. They control it. 
All I do is to go back every once in a while and see that they are 
operating it as I would like to see it operated, and when I gave it 
to the board of trustees I have nothing to do with it. I don’t own 
it, except I go and see they are doing what I would like them to do 
as the donor of it. 

Senator Moopy. I take it you live in Columbus; is that correct ? 

Mr. Lawson. I would not say that. I go there to see my family 
every once in a while. 

Senator Moopy. You have had an unusual career, Mr. Lawson, 
and there was a very interesting article written about that career 
in the Detroit News of March 7, by W. K. Kelsey. I think I will put 
that in the record at this time because we want to question you about 
some specific things this morning rather than go into your past accom- 
plishments and the record in general. 

(The article referred to is as follows :) 


{From Detroit News, March 7, 1952] 
THE COMMENTATOR 
By W. K. Kelsey 

A. W. LAWSON AND LAWSONOMY 


That remarkable man, Alfred William Lawson, of Detroit and elsewhere, has 
suddenly popped into the news after long absence therefrom. A Federal investi- 
gator has reported that war-surplus machinery bought for the Des Moines 
University of Lawsonomy for $3,691 was resold to private buyers for about 
$120,000; that the university is tax-exempt; and that the machinery was not 
used for educational purposes. 

Mr. Lawson is said to be a man of mystery in Des Moines. He is not mys- 
terious to Who’s Who in America, which contains his biography, supposedly self- 
reported, at some length. According to th's publication he was born in London, 
March 24, 1869. He has been in the aeronautics field since 1907. In Philadel- 
phia, 1908, he founded, edited, and published Fly, the first popular aeronautics 
magazine, and from 1910 to 1914 he edited Aircraft, in New York. 
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“After World War I,” the biography continues, “he designed a 26-passenger 
aircraft, which was built in Milwaukee, and in which he carried passengers 
to Chicago, Toledo, Cleveland, New York, Washington, and back to Milwaukee, 
proving that commercial aviation was possible. In 1920 he obtained the first 
Government air-mail contract. At no definite date he retired, and has spent 
his leisure writing books and articles.” 

“He is supreme head of the Humanity Benefactor Foundation, Inc., of the 
Direct Credits Society, Inc., and of the Des Moines University of Lawsonomy. 
In 1948 he organized and incorporated the Lawsonian Religion, of which he was 
appointed First Knowlegian, Supreme Head. The book gives his address as the 
Humanity Benefactor Foundation, 600 Woodward Avenue, and Des Moines Uni- 
versity. The Detroit number is a slight error; it should be 606, the Guaranty 
Building, where the Direct Credits Society had offices when the movement 
was going strong a decade or more ago.” 


DIRECT CREDITS FOR EVERYONE 


Des Moines University, with a campus of 14 acres, was acquired by Mr. 
Lawson about 10 years ago. It had been the property of the Baptist Bible 
Union of North America, which had failed to make a go of it, and had closed 
it in 1929. Interviewed by the New York Times, Mr. Lawson said the university 
has 20 resident students and some 2,000 more who come in occasionally for a 
week’s training, sometimes a longer period. However, the city assessor has 
refused to exempt the property from taxation, on the ground that it isn’t a 
genuine educational institution. 

The Who’s Who biography needs enlargement. At the age of 4, Mr. Lawson 
was brought to Detroit by his parents, who presently became citizens. He at- 
tended the Detroit public schools. At 19 he pitched for the Goshen, Ind., base- 
ball team. It is related that he stayed in baseball 17 years, and at one time 
pitched for the Boston Nationals. 

In 1928 he published Direct Credits for Everybody, which resulted in the 
formation of societies to promote the idea that the Government ought to issue 
$100,000,000,000 of paper and loan it to industries, and to people of good char 
acter who could be depended on to pay it back. No interest was to be charged. 
Mr. Lawson insisted that the scheme was in nowise inflationary, and would 
create enormous prosperity. 

After a time it was noticed that members of Direct Credits were using mili- 
tary titles; according to one tale it had about 100 major generals and 300 brig- 
adier generals in Michigan alone. Mr, Lawson explained to a Detroit News re- 
porter that the society granted no such titles, but allowed members to assume 
them. A worker said that if a member enlisted 10 recruits, he became a lieu- 
tenant, and the more members he added, the higher he rose in the military scale. 


THE NATURE OF LAWSONOMY 


From direct credits Mr. Lawson moved on to Lawsonomy, which included the 
zigzag and swirl movements of the law of penetrability. The latter explained, 
among other things, capillary action. There were such things as menorgs and 
disorgs and equaeverpoise. The Commentator regrets his inability to explain 
these matters, but the fact is, he has never studied Lawsonomy. 

A Washington dispatch of November 7, 1922, said that Mr. Lawson had copy- 
righted Lawsonomy, and had arranged to discuss it with newspapermen, of whom 
three were curious enough to attend the session, Mr. Lawson explained to them 
that the moon was losing its Lawsonpoise, and was being gradually squeezed to 
death; that Lawsonpoise is “the equidisposition of composition and decomposi- 
tion, which causes perpetual movement.” He may have something there 

Mr. Lawson told the three correspondents that he had devoted 55 years to his 
theory. In his Des Moines interview this week he admitted that some of his 
students were not far enough advanced to understand his theory of penetrability. 

Moreover, he denied having made a profit on the surplus machinery purchases. 
It cost something to move the machinery to the school. He told about one truck, 
part of which was in Nebraska and the rest in Illinois, and when they were 
brought together they didn’t fit. He said it cost $50,000 to drive the rats and 
birds from the building in which the machinery was assembled, and fix it up 
properly. Moreover, because of alleged Government urging, the university bought 
a lot of stuff that it found it didn’t want, and stored it at considerable cost for 3 
years, because under the law it couldn’t sell Government surplus until it had been 
kept that long. 
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BIGGER AND BETTER PLANES 


In addition to Lawsonomy, which is only for advanced students, the university 
professes to teach music, farming, and church work, which is undenominational. 
Mr. Lawson is said to be a vegetarian and a teetotaler. He is quoted as remark- 
ing that all salads should have a sprinkling of freshly cut grass. Alcoholic bev- 
erages are obnoxious because they aid and abet the disorgs. He advises dunking 
the head in a tub of cold water at least twice a day. 

One has to hand it to Mr. Lawson for his work on airplanes. As early as 1921 


a 


he and his backers spent $7 »,000 on what they claimed was the largest airliner 
in the world, with a wing spread of 124 feet. On its maiden trip it failed to get 
into the clear from a too small and too soft airfield. One of its wings hit a tree. 
The four passengers, including Mr. Lawson, escaped injury. 

In 1926 Mr. Lawson was designing a 10-motor, 4,000 horsepower, 100-passenger 
plane with which he intended to begin commercial service between New York 
and San Francisco. What became of it, the commentator doesn’t know. 

Nearly 30 years ago Mr. Lawson declared that suction and pressure are the 
basis of all life; that at man’s maturity they become equal, and that if the balance 
could be obtained a man should live to be 200 years old. Mr. Lawson seems to be 
rather successful in maintaining the balance; he’ll be 838 this month. 

Somehow the Commentator is reminded of that Detroit inventor, Dr. Orville 
Owen, who was going to prove that Bacon wrote Shakespeare’s works, and de- 
signed a machine which would fly by vibration. But Mr. Lawson says vibration 
is the “bunk”; penetrability is what matters. 

Senator Moopy. Mr. Lawson, you bought some machine tools from 
the Government; did you not ? 

Mr. Lawson. Not me, it was the board of trustees that bought it. 

Senator Moopy. The board of trustees? 

Mr. Lawson. Yes. 

Senator Moopy. Who are the board of trustees? 

Mr. Lawson. Why, the board of trustees are appointed by me. 

Senator Moopy. Who are they ? 

Mr. Lawson. Boy, if you w ant me to tell you all these things, you 
will wreck my mind. I can’t think of all these little things. I am 
telling you the board of trustee was appointed by me as the donor of 
the university. 

Senator Moopy. Well, who bought the machine tools? Did you 
buy them ? 

Mr. Lawson. No; the trustees bought the machine tools. 

Senator Moopy. Who are they ? 

Mr. Lawson. Well, there you are again. The re is nine of them. 

Senator Moopy. Can you give us their names 

Mr. Lawson. I can’t think of all these things. You must remember 
I am 82 years old and will be 83 this month. 7 can’t think of all these 
back things. I have four corporations to look after, and then you ask 
me to tell you all these little points. I can’t do it. If you will give 
me time and write what you want me to say, and I take 2 2 or 3 days to 
think it over, I will give you a wonderful answer. But I would like 
you to put them in writing so I can study them over. 

Senator Moopy. Do you know who these nine trustees of your uni- 
versity are / 

Mr. Lawson. Eh? 

Senator Moopy. Do you know who the trustees are? 

Mr. Lawson. The trustees? 

Senator Moopy. Yes. 

Mr. Lawson. Why, I appointed them; yes. 

Senator Moopy. Well, who are they ? 

Mr. Lawson. There you are again. There is nine of them, and 
there is about two or three hundred different people connected with 





MACHINE-TOOL SHORTAGES 165 


the thing, and if you ask me who they all are, I can’t remember. You 
must remember I am 82 years old and this month I will be 83, and 
I don’t memorize things any more as I used to. 

Now I am writing books. I write a book every ye I have 
written 50 books already i in the last 20 years, and that wears on your 
memory, remember. 

Senator Moopy. Can you find out who these trustees are and let us 
have them in writing? 

Mr. Lawson. Certainly I can find out if you give me the time to 
write there and get the full particulars, or even if I was downtown 
I might think them out if I have the time. But to suddenly ask me 
all these questions, a man of my age, with the memory on the decline, 
you might say, why you are asking almost impossibilities. 

I tell you I am the donor. I appointed these trustees, nine of them, 
and they are operating the university. I go back every once in a 
while and see that they are operating it as I want it operated as the 
donor. 

Senator Moopy. How many students do you have in the university ? 

Mr. Lawson. Why, they come and go. 

Senator Moopy. How many ? 

Mr. Lawson. We have only about 20 there now. We have had as 
high asa hundred. <A lot of them went to war. 

Senator Moony. I see. 

Mr. Lawson. So far we have lost about 400 of our students in war. 

Senator Moopy. Do you remember buying some machine tools from 
the Government ¢ 

Mr. Lawson. The board of trustees bought them. I was there at 
some of the purchases and O. K.’d it, because 1 thought it was good 
policy. 

Senator Moopy. What were the tools bought for? 

Mr. Lawson. To teach the students as they come along, teach them 
the operation—not the operation, but the make-up of the tools. I 
don’t know one tool from another—good, bad, or indifferent. But I 
thought it weuld be a good plan, and for that reason I gave my O. K. 
to the board of trustees to buy those tools at the very small price, the 
same as all other colleges in the United States and schools bought 
them. I didn’t get them any cheaper. I got them at the same price 
that all colleges in America got them—®) percent on the dollar. And 
we were supposed to keep them for 3 years without selling them. 
So we did not sell them. 

As I understand the board of trustees, they have not sold them 
within 3 years, so they lived up to their contract. 

Senator Moopy. You say that is what the board of trustees told 
you? 

Mr. Lawson. Board of what? 

Senator Moopy. You say that is what the board of trustees told 
you. Did the board of trustees tell you that ¢ 

Mr. Lawson. The board of trustees tell me what? 

Senator Moony. Well, vou said the board of trustees told you. 

Mr. Lawson. Yes. It was a printed thing for all colleges and all 
schools, as you no doubt know, for 5 percent on the dollar, that the 
colleges and schools could buy these machines on the condition that 
they ‘kept them for 3 years and didn’t sell them before 3 vears, which 


166 MACHINE-TOOL SHORTAGES 


our school, I understand, didn’t sell any of them within the said 3 
years. Therefore our school lived up to their agreement. 

Senator Moopy. Now who on the board of trustees told you that? 

Mr. Lawson. Well, you know there you go again. e have had 
at least 50 different trustees since I started there. 

Senator Moopy. Which one of these 50 different trustees that you 
refer to told you about these machine tools that were available in the 
hands of the Government ? 

Mr. Lawson. Well, it was continual talk—you are pinning me down 
to something that I can’t remember, who is who. 

Senator Moopy. Do you remember any of the members of the board 
of trustees who talked to you about this? 

Mr. Lawson. Well, we had a machine man there, for instance. 

Senator Moopy. What was his name? 

Mr. Lawson. His name was—there you go again on Names, as 
though I can pick all these different things up suddenly and answer 
you; a man 82 years of age with his memory on the decline, you might 
say, and asking him all these questions suddenly. If you will put 
those questions in writing I will answer every one of them. 

Senator Moopy. Here is something we did put in writing, and I 
would like to know whether you have complied with the direction of 
the committee. 

Did you bring your records on these machine tools this morning? 

Mr. Lawson. When I got your letter to that effect I came right 
here, and I have been here since yesterday. I got your letter yesterday, 
or Saturday night, and I got here Sunday. 

Senator Moopy. So you did not bring your records on these machine- 
tool purchases? 

Mr. Lawson. What is that? 

Senator Moopy. Did you bring your records on these machine tools? 

Mr. Lawson. I never carry the records. I have nothing to do with 
the records. The board of trustees control the records. They are out 
in the university. 

Senator Moopy. In Des Moines, Iowa? 

Mr. Lawson. Des Moines, Iowa. The records are all there. I never 
touch the records. I never touch anything. I am the donor and I 
go around to see that they are doing what I would like them to do as 
donor, and they have done it so far. They haven't done anything 
wrong as far as I can see. If you can prove anything wrong with the 
board of trustees, I would like to know, because I didn’t give my life’s 
work for a board of trustees that will do things that are wrong. To 
me they have done everything that is right. I go there once in a while 
and everything is conducted as I would like to see it conducted as a 
donor. 

Senator Moopy. Mr. Lawson, you are under subpena by this com- 

mittee to produce those records. Will you or your board of trustees 
produce those for the committee? 

Mr. Lawson. The board of trustees. I called up the secretary last 
night 





Senator Moopy. What is his name? 

Mr. Lawson (continuing). And they are willing to bring those here 
whenever we say to bring them here. 

Senator Moopy. What is the secretary’s name? 
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Mr. Lawson. George Sorenson. Don’t ask me to reeall every fellow. 

Senator Moony. George Sorensen ? 

Mr. Lawson. Yes. Yes. I even have to take time to think of George 
Sorensen who acts as secretary during the last 3 or 4 years, during 
the whole machine period. He is the machine man. He knows all 
about machines. I don’t know anything about machines. 

Senator Moopy. It looks as though someone knew something about it. 

Is Mr. Sorensen at the university in Des Moines now ? 

Mr. Lawson. He is there now, and I called up one of them last 
night and told them to be ready to bring those things when ordered. 

Senator Moopy. You have been ordered. You were ordered to bring 
them this morning. Will you produce them at your earliest conven- 
ience for the committee ? 

Mr. Lawson. I called up last night and they are waiting, I suppose, 
for me to say what you want me to do. 

Senator Moony. You tell them to send them to the committee, will 
you! 

Mr. Lawson. I will tell the secretary and treasurer. They are the 
only ones that handle those things. 

Senator Moopy. All right, you tell them to send those records to 
the committee. Will you do that? 

Mr. Lawson. To bring those records? Just what.do you want— 
the books ? 

Senator Moopy. The books, records, and papers which pertain to 
and deal with the purchase, use, sale, and disposition of machine tools, 
and all records and contracts between the Des Moines University of 
Lawsonomy and the United States Government pertaining to the 
purchase and sale of machine tools. 

Mr. Lawson. Yes. 

Senator Moopy. We want—— 

Mr. Lawson. Could you write that all out and I will telephone it 
exactly as you said it. 

Senator Moopy. You have a copy of the subpena, which has the 
words that I just said. I just read from the subpena. You either 
have that 

Mr. Lawson. I have got that. 

Senator Moopy. You just send that subpena to Mr. Sorensen and tell 
him to send this committee the things which the subpena calls for by 
registered mail. 

Mr. Lawson. Do what? 

Senator Moopy. Send it by registered mail. 

Mr. Lawson. Just send it. Don’t have to bring it here? It will 
be all right, better to send by registered mail ? 

Senator Moopy. Just a minute. Who is the active head of the 
university now ? 

Mr. Lawson. Who is what? 

Senator Moopy. Who is the active head of the university, Mr. 
Sorensen ? 

Mr. Lawson. No. We have a president, secretary, and treasurer. 
Sorensen is the secretary. 

Senator Moopy. Who is the president? 

Mr. Lawson. The presidertt is Hayter. 











168 MACHINE-TOOL SHORTAGES 


Senator Moopy. Will you spell his name? 

Mr. Lawson. H-a-y-t-e-r 

Senator Moopy. H-a-y-t-e-r? 

Mr. Lawson. Yes. He is the president. President Hayter, Secre- 
tary George Sorensen. George Sorensen was secretary and treasurer 
until just the last board of trustees’ meeting, and they put in another 
treasurer. Sorensen is still secretary. 

Senator Moopy. I see. 

Mr. Lawson. The new treasurer don’t know much about the ma- 
chines and has just been in for a few days. 

Senator Moopy. Mr. Lawson, how many machine tools were pur- 
chased from the War Assets Administration under the rules pre- 
scribed ? 

Mr. Lawson. I haven't the least knowledge of it. 

Senator Moopy. You have no idea? 

Mr. Lawson. No; I have no idea. There is quite a number of them. 
There is probably between 50 and 100. I don’t know. 

Senator Moopy. The records of the committee and the Government 
show there were 62. 

Mr. Lawson. 62? 

Senator Moopy. Yes. 

Mr. Lawson. You can let that stand as far as I am concerned. I 
don’t know, though. 

Senator Moopy. Do you know how much these machines cost—how 
much you paid for them? 

Mr. Lawson. We paid 5 percent on the dollar, the same as all 
colleges in the United States did. No difference. 

Senator Moopy. That is right. Now how much did you pay for 
these 62 machine tools 4 

Mr. Lawson. How much? 

Senator Moopy. How much did you pay for the machine tools? 

Mr. Lawson. 5 percent on the dollar, as I understand it. 

Senator Moopy. How much does that amount to in dollars? 

Mr. Lawson. I don’t know. I never went into figures. I don’t 
know how to keep books. I never kept books in my life. They give 
me a report once a month as to how the standing of the finances is. 
That is all I know about the bookkeeping. 

Senator Moopy. For a man who cannot keep books, I think you did 
pretty well on this deal. 

Mr. Lawson. Yes; I did pretty well because I think. I have writ- 
ten 50 books for the good of mankind, and I am teaching those books 
right in that university. 

Senator Moopy. Now for the benefit of the record, I think I should 
say that the Government records show that the university purchased 
for $4.480.09 from the War Assets Administration 62 machine tools 
which had cost the Government $204,417.31. 

Mr. Lawson. I can’t vouchsafe for those figures. The secretary- 
treasurer will have to vouchsafe for them. 

Senator Moony. In that case vou will please instruct. them to come 
to Washington in accordance w ith the date and time set by Mr. Noone, 
counsel for this committee. Mr. Noone will tell you when to have 
them come to Washington. 

Mr. Lawson. I didn’t catch your words at all. 
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Senator Moopy. Mr. Noone, the counsel for the committee, who is 
sitting on my left—— 

Mr. Lawson. Yes. 

Senator Moopy (continuing). Will tell you when we want the 
president and the secretary-treasurer of your university to come to 
Washington and bring with them the papers which are ‘called for in 
the subpena you have in your hand. et 

Mr. Lawson. Wouldn't the president and the secretary do? The 
new treasurer doesn’t know one thing about it. 

Senator Moopy. All right, the president and the secretary. 

Mr. Lawson. That will be all right. 

Senator Moopy. I thought the secretary and treasurer were one 
man. 

Mr. Lawson. The president and the secretary. Now the secretary 
isa machine man. I had him come there to teach these students ma 
chinery, so he came there to teach the students machinery and also to 
look after the books. 

Senator Moopy. Did he tell you when these tools were purchased 
that the university had to hold them for 3 years ¢ 

Mr. Lawson. Yes. In one case they were 1 year and finally 3 
years. 

Senator Moopy. So at the time these tools were purchased he said 
that the university would have to hold them for 8 years; is that right / 

Mr. LAWSON. Yes. | unde rstood th: if. They were to be held fron 
1 to 3 years, which T understand they were held for, 1 to 3 years, 

Senator Moopy. Now at the time when he told you about the pur 
chase of the tools, did he point out to you that at the end of 3 years 
you could sell them at a substantial profit for the university / 

Mr. Lawson. I don’t catch you on that. 

Senator Moopy. At the time Mr. Sorensen told you about these ma 
chine tools and about the opportunity for purchasing them, did he 
tell you then that after holding the machine tools for 3 years there 
was a prospect that they might be sold at a handsome profit ? 

Mr. Lawson. I don’t remember him telling me that; no. 

Senator Moony. He didn’t? 

Mr. Lawson. No. 

Senator Moopy. What courses does the university teach—— 

Mr. Lawson. What courses ? 

Senator Moony. What courses does the university teach on whic 
these tools might be used ? 

Mr. Lawson. Well, they teach lawsonomy, teach music, the vy teach 
theology, they teach—oh, I wouldn’t have to think of the various 
things. they teach now. 

Senator Moopy. On which of these courses would they use machine 
tools? : 

Mr. Lawson. They were bought so that they would teach them the 
different names on the mac shines and how they were to be operated. 
‘That is what I understood was to be done. 

Senator Moopy. In which course did you use the tools? You did 
not use them in the music course, did you? 

Mr. Lawson. Well, they were to use them in the mechanical end. 

Senator Moopy. Do they teach mechanics at the university / 

Mr. Lawson. They teach the biggest and greatest mec hanies the 
world has ever known; they teach lawsonomy principles. Lawsonom) 
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is the knowledge of life and everything pertaining thereto, and that 
takes in mechanics. 

Senator Moopy. That would include everything, is that it? 

Mr. Lawson. What is that? 

Senator Moopy. Have those machines ever been set up and has the 
current been turned on to operate those machines in the 3 years the 
university has had them? ; 

Mr. Lawson. I wouldn’t say because I don’t know. 

Senator Moopy. I see. 

Mr. Lawson. I can’t say something that I don’t know. 

Senator Moopy. That is right. 

Mr. Lawson. They may have and they may not. I only go there 
once in a while to see that the operation of the university is conducted 
as 1, the donor, wanted it conducted. 

Senator Moopy. Have you ever seen these machines in operation? 

Mr. Lawson. I won't say that. They have done some machine 
work there. I have been there when they have been sawing up one 
thing or another. That is all I know about it. 

Senator Moopy. In your periodic visits to the university have you 
ever seen a class at the university using these machines in instruction 
and learning how to operate them? 

Mr. Lawson. I don’t think they were learning how to operate them, 
T think they were learning the reasons and the uses to be made out of 
them. 

Senator Moopy. I see. 

Mr. Lawson. Not to operate them, but to teach them the different 
parts of the different machines as they stood there. That is the way 
[ understand it. 

Senator Moony. Did you ever attend such a class when those ma- 
chines were being used for instructional purposes? 

Mr. Lawson. No; I can’t say that I did. I have four corporations to 
look after that takes me all over the country, and I have a hard time 
getting to see my wife and babies every once in a while, let alone 
iguring out all these things. 

Senator Moopy. What are the names of these four corporations, 
Mr. Lawson? 

Mr. Lawson. Well, one is the Direct Credits Society; has been oper- 
ating for 20 years. 

Senator Moopy. That is located where? 

Mr. Lawson. The head of that concern is in Toledo, but the home 
of it is in Detroit. 

Senator Mcopy. What are the other corporations that you operate? 

Mr. Lawson. The Humanity Benefactor Foundation publishes all 
my books. 

Senator Moopy. The Humanity Benefactor Foundation? 

Mr. Lawson. Yes. That is in Detroit, Mich., 600 Woodward Ave- 
nue. 

Senator Moopy. And what other corporations do you have? 

Mr. Lawson. Well, that is two, is it not? 

Senator Moony. That is two. 

Mr. Lawson. What two have I told you? 

Senator Moopy. The Direct Credits and the Humanity Benefactor 
Foundation. 

Mr. Lawson. Then the university is three. 
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Senator Moopy. Is there a fourth one? 

Mr. Lawson. We are incorporated as a religion, the Lawsonian 
Religion in Michigan. 

Senator Moopy. I see. 

Mr. Lawson. So there is the fourth one. 

Senator Moopy. You are incorporated as a religion as a Michigan 
corporation ; is that correct ? 

Mr. Lawson. That makes four corporations. Lawsonian Religion 
is what we are incorporated in the State of Michigan. 

Senator Moovy. Was your original home in the State of Michigan? 

Mr. Lawson. Detroit, Mich., is my original home. 

Senator Moopy. Were you born in Detroit / 

Mr. Lawson. I was born in England, brought up 3 years in Wind- 
sor, and the rest of the time I have been a citizen of the United States, 
and I have worked like hell for the United States, and I am going to 
as long as I live. 

Senator Moopy. That is fine. 

Mr. Lawson. I gave to the United States the aircraft industry, and 
if you read my history you will find it all there. They did not copy 
me for 10 years after I built the first airliner that ran from Milwaukee 
to Washington and back, and the Army said it couldn’t be done. When 
I got here to Washington, Billy—what is his name’—one of the old- 
timers— 

Senator Moopy. Mitchell ¢ 

Mr. Lawson. Billy Mitchell told me that the commanding officer 
tried to get him to say - at machine could not get up in Milwaukee 
and fly, it was too big. I asked Mitchell then—incidentally, he gave 
me the use of his car and drove me around Washington. I asked him, 
“What does the commanding officer say now about that machine fly- 
ing?” “Well,” he said, “he says it will fly now.” 

Senator Moopy. Now, Mr. Lawson, after the school of law sonomy 
in Des Moines had held these machines for 3 years, did it begin to sell 
the machines on the market ? 

Mr. Lawson. Not for3 years, although— 

Senator Moopy. After 3 years. 

Mr. Lawson. After 3 years there was some of it sold; yes. 

Senator Moopy. How could you continue your classes in’ machinery 
or in lawsonomy or whatever it was you were using the machines for 
if you sold the machines ¢ 

Mr. Lawson. Well, that was to help pay the expenses that we had 
of building. We had to build a building. It cost us $50,000 to fix an 
old building up so we could use it for the storage of those things. 
Therefore, we considered that, by the use of that building and all it 
cost us since we got them more than 8 years ago, we have a loss. We 
are ata loss; we are not at a gain of anything; we are at a loss. 

Senator Moopy. Now you say it cost you $50,000 

Mr. Lawson. Thereabouts. 

Senator Moopy. To refit a building to put these machines in; is that 
right ? 

Mr. Lawson. Yes: and store them there. 

Senator Moopy. What ? 

Mr. Lawson. The Army people told us they couldn’t store all the 
machinery they had, and that is wh ty they were giving out these ma- 
chines at 5 percent on the dollar to colleges. 
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Senator Moopy. The records indicate that you have sold, or the 
university has sold, 45 machines at a price of $1: 20,000 ; is that correct ? 

Mr. Lawson. I don’t know. You are asking me something that I 
don’t know. 

Senator Moopy. Well, who handles the money for your university ? 

Mr. Lawson. Why, the secretary and treasurer handles all the 
money. 

Senator Moopy. Isthat one person or two persons ¢ 

Lawson. It was one person until the last board of trustees’ 
meeting; then we divided it up and made one secretary and we made 
one treasurer. So we have one treasurer and one secretary; but the 
treasurer does not know; he has just been in for a week or two and 
knows nothing about machines. 

Senator Moopy. When was this board of trustees’ meeting ? 

Mr. Lawson. When what? 

Senator Moopy. When was the meeting? 

Mr. Lawson. It was within the last month. 

Senator Moopy. Within the last month? 

Mr. Lawson. Aboutamonth; yes. There is another meeting to take 
place, I understand, within the next week or so. 

Senator Moopy. Now, as I understand it, the man who was previously 
secretary-treasurer was Mr. Sorensen; is that right? 

Mr. Lawson. Sorensen was secretary-treasurer. He is the man that 
should talk both treasury and secretary. 

Senator Moopy. He is also the man who advised you to get the 
machine tools, and he is the man who supervised the purchase and sale 
of them; is that correct ? 

Mr. Lawson. Yes. 

Senator Moopy. I see. 

Mr. Lawson. Now they consulted with me every once in a while to 
see whether I was satisfied, and I always told them I was satisfied at 
those bargains. 

Senator Moopy. You approved these deals, but they were basically 
engineered by Mr. Sorensen; is that right? 

Mr. Lawson. I approved the deals when they were made; yes. 

Senator Moopy. But basically Mr. Sorensen is the man who sug- 
gested them and carried them out; is that correct ? 

Mr. Lawson. He is the man who knew all about machinery, and I 
didn’t know anything about it, so [had todepend upon him. I brought 
him there to teach machinery. I brought him from a little town down 
in Illinois. 

Senator Moony. When? 

Mr. Lawson. Waukegan, I think. 

Senator Moony. No. When? 

Mr. Lawson. About 4 years ago. 

Senator Moopy. Isee. I would like to have you answer my question. 
Is Mr. Sorensen the man who engineered these deals with the Govern- 
ment with your approval? 

Mr. Lawson. With my approval; yes. 

Mr. Noone. Mr. Lawson, is the University of Lawsonomy exempted 
from taxation by the State and the local authorities in Iowa? 

Mr. Lawson. Exempt? 

Mr. Noone. Yes. Is it tax-exempt? 
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Mr. Lawson. Make it a little plainer. What was the question ? 

Mr. Noone. Is the University of Lawsonomy exempted from taxa- 
tion as an educational institution by the State and local authorities 
in Iowa? 

Mr. Lawson. Well, we were given it by the United States of 
America; yes. 

Mr. Noone. But is it recognized as an educational institution in 
Iowa? 

Mr. Lawson. Well, we were given—we were incorporated there for 
50 years, so we must be recognized. ‘They have never said we got to 
lose that incorporation, 

Mr. Noone. Does the school pay taxes to the State of Lowa or the 
city of Des Moines ¢ 

Mr. Lawson. We pay them under protest; yes. We have paid them 
ever since we have been there. ‘They wanted us to pay taxes, and the 
United States Government said we didn’t have to. But they said 
they don’t give a damn about the United States Government; they are 
running that thing out there in Polk County. 

Mr. Noone. In other words, the State and local authorities in Iowa 
do not regard the University of Lawsonomy as— 

Mr. Lawson. The State has never said one word one way or the 
other. It is Polk County politicians that do it, and they are trying to 
buy that pl: wce. We have had at least 50 different people come around 
there, real-estate men, wanting to buy that, and they have always 
said they got a customer for it. We don’t talk to them at all, and that 
is what makes them mad. We don’t want to sell the university. I 
bought that for life. I want that to stay there after I am dead and 
gone. I gave it to these university people that we put in as trustees. 
Those trustees so far have done all right as far as I am concerned; 
and, if I am the donor and give it to them and they do what is right, 
I am satisfied. 

You will have to show me those trustees didn’t do what was right, 
and they haven’t shown me yet. They have done a lot of bickering 
about it. 

Mr. Noonz. Mr. Lawson—— 

Mr. Lawson. When we talked about the United States Government 
giving us tax-free, or words to that effect, they don’t care a damn 
about the United States; they are Polk County and they are going 
torun Polk County, and that is all there is to it. 

They say there is nothing to argue about there so far as Polk County. 
And I don’t think the United States Government is going to use 
me that way. I gave all my patent rights to two big ships to the 
United States Government. You see these big double-decked air 
liners. I gave that to the United States Government. They are 
building those and have been for several years now. It took them 10 
years to build them after I built the first one. That is what I did for 
the United States Government, and am going to do it as long as 1 
live, and I don’t care what the hell these people s say out in Polk County. 

Senator Moopy. Mr. Lawson, as I understand it, then, the United 
States Government recognized your university as an institution of 
learning, but the Polk County officials did not: is that correct ? 

Mr. Lawson. What is that? 
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Senator Moopy. As I understand you, then, the United States Gov- 
ernment has recognized your univer sity as an educational institution, 
but the Polk County officials have refused to do so; is that correct? 

Mr. Lawson. They have given us a certificate of tax-free; yes; 
and the other fellows won’t do that. In other words, the other “fel- 
lows think they are bigger than the United States Government. I 
asked one of them, “W hy isit that the United States Government gives 
us those rights and you don’t?” And he says, “We don’t care a damn 
for the United States Government,” or words to that effect. “We will 

do as we like,” says this fellow. He comes out there and overruns 
our university every once in a while. 

Senator Moopy. What is his name? 

Mr. Lawson. What is that? 

Senator Moopy. I say what is his name? 

Mr. Lawson. Well, there is a fellow, Zuber, for one of them. He 
is the fellow that is the tax man there. 

Senator Moopy. How do you spell his name, do you know? 

Mr. Lawson. Z-u-b-e-1 

Senator Moopy. He is the tax official.of Polk County; is that 
correct ¢ 

Mr. Lawson. He is the tax man in the city of Des Moines. That is 
all I know. 

Senator Moopy. All right. 

Mr. Lawson. He sends us the tax bill, and we have been paying 
them under protest for 8 vears. 

Senator Moopy. Now, Mr. Lawson, I realize that you were sub- 
penaed in Columbus, Ohio, and you had no opportunity to return to 
Des Moines to get your records before coming here. I would like to 
have you give us, however, to the best of your recollection the amounts 
for which you sold these machine tools. 

Mr. Lawson. Well, I think you had better leave the secretary and 
treasurer tell you that. I don’t know. I never go into figures at all. 
I am thinking of great philosophical thoughts for the benefit of man- 
kind that will come after me. I don’t go into these little details 
of dollars and cents at all. 

Senator Moopy. Mr. Lawson, did you consider the fact that you 
bought 62 machine tools from the Government for less than $4,500 and 
sold 45 of the 62, as I understand it, for $120,000 

Mr. Lawson. The school did, not Lawson. 

Senator Moopy. As a little detail ? 

Mr. Lawson. It was the school, the university, that bought them. 
You are putting it onto the donor’s shoulders. 

Senator Mcopy. I see. 

Mr. Lawson. Iam donor. I gave all this. When I die, it is there. 
It is there now. It will keep getting bigger and bigger, running up 
into hundreds of millions of dollars some day. 

I took an old Baptist university that was run down and which they 
couldn’t make go, and I bought it for $80.000 and turned it over to 
this university, turned it over to this organization. 

Senator Moopy. Do I understand that you did not profit from this 
deal personally ? 

Mr. Lawson. Profit? Why, no. What profit could I get out of it? 

Senator Moony. You might have gotten part of this $115,000. 
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Mr. Lawson. Say, listen [holding up right hand]. If there is a 
God somewhere I hope he will strike me dead if I did. Now do you 
understand how I feel about it ? 

Senator Moopy. Yes, sir. 

What is Mr. Sorensen’s salary ? 

Mr. Lawson. Eh? 

Senator Moopy. What is Mr. Sorensen’s salary ? 

Mr. Lawson... Salary ? 

Senator Moopy. How much do you pay Mr. Sorensen ¢ 

Mr. Lawson. We don’t pay him anything. We don’t pay any of our 
students anything. We give them board free and w ashing and every- 
thing that goes w vith the Tiving. 

Senator Moovy. I did not ask about the students. 

Mr. Lawson. Well, he is a student. Sorensen is a student. 

Senator Moopy. Who are the professors at the university ? 

Mr. Lawson. Who is what? 

Senator Moopy. Who teaches Mr. Sorenson ? 

Mr. Lawson. Well, Sorensen was brought there to teach the ma- 
chinery. We have a music master there named, well, now, Stanley 
Jablonski, who has been there 6 years. 

Senator Moopy. I see. You say you brought Mr. Sorensen there to 
teach ? 

Mr. Lawson. To teach machinery and to look after the books. 

Senator Moopy. And a minute ago you said he was a student. Will 
you please clarify that ? 

Mr. Lawson. He is a student. They are all students there now. 

Senator Moopy. Who teaches him ? 

Mr. Lawson. I teach him lawsonomy. That is the only thing I 
teach—lawsonomy. 

Senator Moony. A while ago you said you only dropped by there 
once in a while. 

Mr. Lawson. Yes. Well, I say they are teaching him. They study 
it from our books. I have written 50 books in the last 20 years. 

Senator Moopy. Who teaches him—the board of trustees ? 

Mr. Lawson. Yes; they read it among themselves, read out to one 
another, and then they memorize it. 

Senator Moopy. Now, Mr. Lawson, do you know that the university 
bought from the Government two boring machines for $33.86 which 
cost the Government $5,806? Are you familiar with that. 

Mr. Lawson. I don’t know anything about the figures at all; no. 

Senator Moopy. Do you know that the Government sold for $83.69 
a Warner-Swasey turret lathe and a tapping machine which cost the 
Government $3,384.02? Are you familiar with that? 

Mr. Lawson. I know they sold some machines, but I don’t know what 
the pricesare. I know that they were pretty good prices; yes. What 
they are, why it’s enough to stagger my memor y to try and figure out 
all those figures when I am not interested in machines or capital, 
money, or anything else. 

Senator Moopy. They are rather staggering figures. I will concede 
that. 

Now, can you tell us how many students have studied in your class 
of machinery, if any, at the university 
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Mr. Lawson. I couldn’t say that; no. All I know is that we have 
had anywhere from 20 to 100 students there. We had boys and girls 
together when we had a hundred, and the boys and girls didn’ t study 
together, so we made it a man’s college altogether. It is a man’s 
college. 

Senator Moopy. Did you know, Mr. Lawson, on August 15, 1947, your 
university purchased from the War Assets Administration Omaha 
warehouse at Fort Crook, Nebr., a dump truck for $84 

Mr. Lawson. Bought a what? 

Senator Moopy. A dump truck for $8. 

Mr. Lawson. A bus? 

Senator Moopy. A truck. 

Mr. Lawson. A truck? 

Senator Moopy. Yes. 

Mr. Lawson. For how much ? 

Senator Moopy. Eight dollars. 

Mr. Lawson. Yes. 

Senator Moopy. Did you hear about that? 

Mr. Lawson. Yes. [Laughing.] One part was in Illinois and the 
other part was way out in Nebraska, and when we got the two parts 
together they didn’t fit, and it cost us something like $36,000, I believe, 
to put them together again. [Laughter.] 

Senator Moopy. The committee will take a short recess for about 2 
minutes. 

(A short recess was taken. 

Senator Moopy. Mr. Lawson—— 

Mr. Lawson. Incidentally, just a minute now. I was the first one 
that gave the United States Army figures on what every country in 
the world had in the shape of aeronautics. I gave the Army, and at 
that time the Army only had one general, br igadier general. 

Senator Moopy. When was that? [Laughter.] 

Mr. Lawson. Sure. You didn’t catch what I said. The Army Air 
Force only had one brigadier general and six enlisted men and two or 
three lieutenants. That is all they had. And I had a magazine that 
I called Fly, and I used to publish what was going on all over the 
world, and the Army took my figures all the way for several years. 

Senator Moopy. All right, Mr. Lawson—— 

Mr. Lawson. And another thing. Justa minute. I gave up all my 
patents to the Army. You see that big double-deck machine flying 
around here. I was the inventor of that, and I gave it to the Army 
several years ago. Now the Army has been using it for troop ships, 
and now these fellows are using it for carrying passengers. Lawson 
was the fellow that built the first airliner, and Lawson was the first 
man to build the first two-decked airliner, and he was the first man 
in the world to coach the United States Army in what all the other 
countries in the world were doing in aeronautics. Don’t forget that. 
That is something you need to think about. 

Senator Moopy. If we may get back a moment to this particular 
deal in machine tools. Since you were unable to bring your records 
this morning, I think I ought to put into the record at this point the 

list of tools which was sold to your university for $4,480.09 which had 
cost the Government $204,417.31. 

(The list referred to is as follows:) 
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Breakdown of purchases made by Des Moines University of Lawsonomy, Des 
Moines, Iowa, from War Assets Administration 


| | Net | | ; Net 
A cquisi amount | Acauisi- amount 
Sales document Item} ‘th jul at |} received Sales document Item tion received 
on cost | by Gov- eal by Gov 
| |} ernment |! ; ernment 
3106355 1 | $12, 454. 00 | ----- || 3106356 1 $2. 900, 00 
2 1, 275, 00 : 2 484. 02 
, 80). 32 3 2 
4 280), 32 . ( Total 3. 384. 02 $83. 69 
5 485. 70 
0 735, 00 3106357 1 2, 903. 00 el as 
7 6, 790. 00 2 2 903. 00 
5 7, 993. 00 fs 2 : 
v 217. 80 Total 5, 806. 00 8. RB 
10 6, 827. 50 3106358 1 1, 500. 00 48, 90 
11 1, 300. 00 
12 581. 38 . 4780920 ; 1 25, 135. 00 
13 7, 726. 00 . a 2 2 445, 00 
14 8, 8O4. 01 , 2, 445. 00 
15 1, 033. 40 4 ie 
16 16, 358. 44 Total > 30, 025. 00 340. 38 
l7 7, 398. 57 
18 7, 398. 57 ‘ 4780928 1 $45. 00 
ly 7, 067. 54 2 6, 798. 00 
20 2, 200. 00 
21 8, 218. 00 Total 7, 243. 00 74. 10 
22 2, 905. 00 4780865 l &, 500. 00 2, 129. 40 
23 4, 955. 00 -=— - pnnanpan 
24 6, YS2. 00 Grand total 
25 4,701. 54 icquisition 
26 | 14,379. 10 cost 204. 417.31 4, 480. 09 
27 8, 562. 10 
Total --}$147, 959. 29 $1, 764. 76 


Senator Moopy. Now, Mr. Lawson, are there still any of those 
machine tools at your University ? 

Mr. Lawson. | don’t know anything about the figures, I am telling 
you. 

Senator Moopvy. Are there any tools left there at the University 
now 

Mr. Lawson. The last time I was there there were. 

Senator Moopy. There were some? 

Mr. Lawson. Some, yes. 

Senator Moopy. Is Mr. Sorensen endeavoring to sell the rest of 
them ? 

Mr. Lawson. I don’t know whether he is or whether he isn’t. I 
didn’t say “Yes” or “No” when he asked me about it. I don’t think he 
has been for the last few weeks. 

Senator Moopy. Are those tools now being used ? 

Mr. Lawson. I don’t know. You will have to ask Mr. Sorensen 
about that. I don’t + as anything about machine tools. 

Senator Moopy. Can you tell us how many students were in the 
class that used these machine tools? 

Mr. Lawson. No; I can’t. 

Senator Moopy. Can you tell us where the proceeds from your sale 
of the machine tools went? Who has control of the money ? 

Mr. Lawson. Who had control ? 

Senator Moopy. Who has control of the money that your university 
t for the machine tools? 

Mr. Lawson. Well, the board of trustees, of course. 

Senator Moopy. I see. Now, can you give us 
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Mr. Lawson. I have nothing to do with that. I am merely the 
donor of it. 

Senator Moopy. Is Mr. Sorensen a member of the board of trustees? 

Mr. Lawson. Yes; he is a member of the board of trustees. 

Senator Moopy. Who did you say the president of the university 
was a few minutes ago? 

Mr. Lawson. Who was what? 

Senator Moopy. Who is the president of the university ? 

Mr. Lawson. Hayter. 

Senator Moopy. What is his first name? 

Mr. Lawson. What did I say his first name was a little while ago? 
You asked me these questions. 

Senator Moopy. Never mind that. 

Mr. Lawson. I told you once. 

Senator Moopy. Is he a member of the board of trustees ? 

Mr. Lawson. Yes; he is the president and a member of the board of 
trustees. 

Senator Moopy. Can you give us the names of any others of the 
board of trustees ? 

Mr. Lawson. I could give you all of them if I had time to think 
and write and get it. 

Senator Moopy. Can you give me any other member of the board 
of trustees? Just take a moment to think if you can and give us the 
name of one or two other members of this board of trustees. 

Mr. Lawson. Well, there is the new treasurer I put in. What did I 
say his name was. I told you the new treasurer. You keep popping 
these questions tome when my mind is not in a fit condition to mention 
the names of everybody I ever kriew connected with our organization. 

Senator Moopy. All right. Are you a member of the board of 
trustees yourself? 

Mr. Lawson. No; I am not a member of the board of trustees. I 
am the donor of this organization. I gave the whole thing to them. 
I bought it for $80,000, and turned it over to the board of trustees. 

Senator Moopy. And this entire machine-tool deal was carried out, 
according to your testimony, not by you but by the board of trustees 
of the university, of which Mr.-Hayter and Mr. Sorensen are members? 

Mr. Lawson. Yes. I don’t know how the devil you get me mixed 
up in it—the donor. I put $80,000 in there, and ‘then put another 
$50,000 in to fix it up as the donor, and I never got a penny out of it, 
and you sort of hang something around my throat as though I had 
something to do with it. 

Senator Moopy. We are just looking for the facts, Mr. Lawson. 

Mr. Lawson. What is that ? 

Senator Moopy. We are just looking for the facts. 

Mr. Lawson. Well, I am giving you the facts, but you pop these 
questions. I am not interested. I am interested in seeing to other 
things. 

Senator Moopy. Well, Mr. Lawson 





Mr. Lawson. To tell you the truth, I am interested in where your 
soul goes to after you die. If you want to know, that is what I am 
interested in. 

Senator Moopy. So am I. 

Mr. Lawson. I am glad to know that. If you read the Lawsonian 
religion you will find the natural way to find it. 
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Senator Moopy. Will you instruct Mr. Sorensen and Mr. Hayter 
when they come here to testify to bring the records of the university 
showing the list of trustees and the salari ies of the trustees? 

Mr. Law son. The salaries of them? 

Senator Moopy. Yes. 

Mr. Lawson. They don’t get any salary. 

Senator Moopy. How do they eat ? 

Mr. Lawson. They work at other things. 

Senator Moopy. The ry do? 

Mr. Lawson. Yes. 

Senator Moopy. Well, now—— 

Mr. Lawson. Sorensen lives right there. He eats and so does Hayter 
live there and eats. And they all eat there. They get their washing 
done. All our students get their board, lodging, and washing and 
everything that goes with it. 

Senator Moopy. Do they have to pay any tuition ? 

Mr. Lawson. What is that? 

Senator Moopy. Do they have to pay for going there? 

Mr. Lawson. No; they never paid a cent. The ‘y don’t have money 
when they go there. We tell them, “Don’t bring any money here with 
them.” 

Senator Moopy. I see. 

Mr. Lawson. We want to live a life without money. We have had 
too much trouble already with money. I gave up the aviation business 
because I didn’t want to make any more money. I could have made a 
million. I will give you documents, if you want to read them, where 
I could have m: ide millions out of this thing and turned it down. 

Senator Moopy. Well, the university did pretty will on this machine- 
tool deal. I will say that. 

Mr. Lawson. What is that ? 

Senator Moopy. The university did pretty well on this machine- 
tool deal. 

Mr. Lawson. Well, I didn’t quite hear you. 

Senator Moopy. I would like to find out who has control of this 
money that—— : 

Mr. Lawson. Of the money? 

Senator Moopy. Of the money that your university obtained from 
the saie of these machine tools. 

Mr. Lawson. Sorensen was the secretary and treasurer up until a 
few weeks ago. Now we have got a man that is named—oh, I told 
you his name twice. 

Senator Moopy. Does Sorensen or the new treasurer have control 
of the $120,000 which you have received from the sale of these tools? 

Mr. Lawson. They have spent—they have been spending it right 
along; yes. 

Senator Moopy. They have been spending it right along? 

Mr. Lawson. Yes, for the good of the university. 

Senator Moopy. What have they done with it? 

Mr. Lawson. Eh? 

Senator Moopy. What have they done with it? How have they 
spent it ? 

Mr. Laweoen. In general expenses and whatever was necessary. 
They got it on the books. 

Senator Moopy. How much of it is left? 
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Mr. Lawson. Oh, I don’t know just how much is in the treasury. 
It seems to me the last time they gave me an accounting—and they give 
me that every time I go there { think they had about $30,000 in the 
treasury. 

Senator Moopy. You mean to say they have spent about $85,000 of 
this money ? 

Mr. Lawson. The last accounting they gave me they had about 
$30,000, I think I remember. 

Senator Moopy. Did they tell 3 

Mr. Lawson. That is in the treasury. 

Senator Moopy. Did they tell you where they had spent $85,000 of 
this money from machine tools? 

Mr. Lawson. No; that subject never even came up to me. They 
have been giving me the statements every time I went there. The 
statements looked all right. 

Senator Moopy. You say they don’t pay Federal income taxes? 

Mr. Lawson. Eh? 

Senator Moony. You say there is no Federal tax paid on this money ; 
is that correct ? 

Mr. Lawson. No Federal tax? 

Senator Moopy. Yes. Didn't you say a while ago that while Polk 
County and Des Moines officials require you to pay the taxes, the 
Federal Government does not? 

Mr. Lawson. Not that I know of. 

Senator Moopy. So that there is no requirement that an accounting 
of this money be submitted to the Federal Government ? 

Mr. Lawson. Communism? I don’t know what communism is. 

Senator Moopy. No. I say, there was no requirement that an ac- 
counting of the money be submitted to the Federal Government either 
In a tax—— 

Mr. Lawson. You had better wait and ask the secretary. He knows 
those things. If you want me to tell you something about your soul, 
come into another room and I will tell you all about it. When you get 
into these figures and money-making schemes, I don’t know anything 
about. them. ‘ 

I got out of the aircraft business to get away from money-making 
schemes. Now you are trying to hang one on my neck right now. 

Mr. Nooxr. Mr. Lawson, will you furnish me the full name of Mr. 
Hayter so we can address a subpena to him ? 

Mr. Lawson. What is that? 

Mr. Noone. Will you get the full name of Mr. Hayter and give it 
to me so that we can address a subpena to him? 

Mr. Lawson. H-a-y-t-e-r—Hayter. 

Mr. Noonr. Do you have his first name? 

Mr. Lawson. I just told you a short time ago and I can’t think of 
it quickly. T have had probably 2 million names float through my 
brain in the last 20 years, and it is getting stagnated with names. 

Mr. Noonr. I don’t believe his full name is in the record. Could 
you check on that and give me a call later in the day? 

Mr. Lawson. Yes. Hayter—H-a-y-t-e-r—is president. 

Mr. Noone. Can we reach both Mr. Hayter and Mr. Sorensen at the 
university ? 

Mr. Lawson. At the university; yes. 


Mr. Noone. Thank you. 
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Mr. Lawson. Yes. Just tell them to come on down here. 

Senator Moopy. Mr. Lawson, we are going to continue you under 
subpena so you may appear on the same day Mr. Hayter and Mr. 
Sorensen appear, and we will have the three of you appear together. 

Mr. Lawson. What is that? 

Senator Moopy. I say we are going to continue you under subpena. 

Mr. Lawson. Yes. 

Senator Moopy. So that on the day Mr. Sorensen and Mr. Hayter 
appear you will be here with them. 

Mr. Lawson. Yes; all right. 

Senator Moopy. That is all for this morning, sir. Thank you very 
much. 

Mr. Lawson. All right. The damnedest thing I ever heard of in all 
my life. 

Senator Moopy. I do not know whether we are talking about the 
same thing, but I am inclined to agree with you. 

| Laughter. | 

Senator Moopy. Are Mr. Gilpatric and General Metzger here ? 

Mr. Giuparric. Yes, sir. 

Senator Moopy. Gentlemen, do you solemnly swear your testimony 
before this committee will be the truth, the whole truth and nothing 
but the truth, so help you God? 

Mr. Givrearric. I do. 

General Merzcrer. I do. 


TESTIMONY OF ROSWELL L. GILPATRIC, UNDER SECRETARY OF 
THE AIR FORCE, AND BRIG. GEN. K. D. METZGER, CHIEF, INDUS- 
TRIAL RESOURCES DIVISION, AIR MATERIEL COMMAND; AC- 
COMPANIED BY COL. THOMAS B. MORROW, CHIEF, INDUSTRIAL 
FACILITIES AND MANPOWER DIVISION, DIRECTORATE OF IN- 
DUSTRIAL RESOURCES, AND KENNARD WEDDELL, CHIEF OF THE 
OFFICE OF SMALL BUSINESS, HEADQUARTERS, UNITED STATES 
AIR FORCE 


Senator Moopy. General, I seem to detect something on your 
shoulder that was not there when you were here before. I want to 
congratulate you. 

General Metzcer. Thank you, Senator Moody. 

Senator Moopy. It certainly was well merited. 

General Merzcer. Thank you, sir. 

Senator Moopy. The committee will come to order. 

Mr. Gilpatric, I believe there will be some change of pace in the 
hearing at this point. I think perhaps we had best catch our breath 
for a moment or two. 

(Discussion off the record.) 

Senator Moopy. Do you have a prepared statement, Mr. Gilpatric? 

First, will you gentlemen state your name and position, please / 

Mr. Giiratric. I am Roswell L. Gilpatric, Under Secretary of the 
Air Force. I have with me on behalf of the Air Force Gen. K. D. 
Metzger, Chief of the Industrial Resources Division of the Air Ma- 
tériel Command; Col. Thomas B. Morrow, Chief of the Industrial 
Facilities Manpower Division of the Directorate of Industrial Re- 
sources of the Deputy Chief of Staff of Matériel here at Headquarters, 
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and Mr. Kennard Weddell, who is the Chief of the Office of Small 
Business here at Headquarters. 

Inasmuch as General Metzger knows so much about the machine 
tool picture and the heavy press program, I asked him to prepare for 
the committee two statements, which he has and which he can read 
or submit for the committee’s record, either one. 

Senator Moopy. I see it is not a long statement. I see that you 
gentlemen realize the virtue of brevity, and I would very much appre- 
ciate it if you would read it into the record, General, because I would 
like to hear it as you read it and perhaps may want to question you 
on it. 

General Merzcer. Senator Moody, would you prefer that I read the 
machine tool statement first ? 

Senator Moopy. The machine tool statement, please. 

General Merzcer. The key to our aircraft productivity and the 
one resource which is paramount to effective industrial capacity is 
machine tools. By virtue of their complexity and the length of time 
required to build them, they represent the most critical limiting fac- 
tor 1n our production programs, curre nt and pli inned. 

Much has been written and spoken about the “machine tool situa- 
tion.” Indications of the attention it has received are the following 
statements : 

“The situation is as acute as during the hottest days of World 
War II.” 

Source: Defense Production Record, October 18, 1951, page. 3. 


Senator Moony. I see that has quotation marks around it. Whose 
statement was that, do you know? 

General Merzcrr. I am sorry, Senator, I do not know whose state- 
ment it was. It was in the Defense Production Record. 

= ‘nator Moopy. This is an official statement of the position of the 

r Force on machine tools? 

“Ge neral Mrerzerr. Yes, sir. 

In Mr. Wilson’s (Office of Defense Mobilization) most recent re- 
port there is a hopeful note, and it is thought the “impediments of 
production” of machine tools have been removed, though the shortage 
is still far from overcome. 

That is Mr. Wilson’s statement. 

Much has been written analyzing critically the difficulties in con- 
nection with pool orders, materials, priorities, ceiling prices, financial 
assistance, and wage rates as each applies to the machine tool industry. 
Aside from the limited production capabilities of the machine tool 
industry, one of the major areas of deficiency has been the difficulty 
in determining the total load to be placed on the industry: During 
the war the industry expanded production of tools from a total annual 
volume of about $200,000,000 to a peak of approximately $1,500,- 
000,000. At present, the annual production rate is about $650,000,000, 
and it is estimated that it may reach a rate of $1,300,000 by July. 

Senator Moopy. What was the actual production in 1951, General, 
do you know ? 

General Merzcer. No, sir; I do not know the actual figure in 1951. 

Senator Moopy. The point I was making was that this $650,000,000 
figure is the current rate during March. This is not an actual total 
of production. 
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General Mrrzcrr. That is right, sir; this is the current rate, the 
estimated current annual rate. 

About 70 percent of the output goes to the military services, with 
the Air Force getting about 30 percent of the total output. 

We estimate that Air Force contractors and subcontractors have 
on order an undelivered 30,000 tools, of which two-thirds will be de- 
livered in 1952. Under present conditions and procedures, it is be- 
lieved most Air Force contractors will be in good condition by the end 
of this year as far as most tools are concer ned. There will be troubles, 
of course, on certain critical types of tools. 

As of today, most machine tools are in short supply. However, 
large sizes of the following type machine tools are considered to be in 
most critical short supply. The manufacturers indicated are those 
igainst whom most shortages are reported : 


Machine tool Manufacturer 
: f Pratt & Whitney 
ars os a cpncncieaantiiediiiampdnitiiaaiedictiads . + * m ~ 
Jig borers------ rs | Moore Special Tool Co. 


Pratt & Whitney 
{ Cincinnati Milling & Grinding Ma- 
{ chine Co, 
Bullard Co, 
King Machine Tool Co. 


Die sinking machines__.._.._--.._._- 


Vertical turning and boring machines- 


Senator Moopvy. Now, as I read your statement here, you say that 
by the end of this year Air Force c ontractors will be in good condition 
so far as machine tools are concerned. Then you say, “There will be 
troubles, of course, on certain critical types of tools.” 

Are these the critical types of tools you mean will still be in trouble 
by the end of the year? 

General Mrerzcrer. Trouble could be among these types, yes, sir. 

Senator Moopy. Do you mean we are virtually out of the woods on 
the machine tool situation by the end of the year? 

General Mrrzcrer. No, sir. By out of the woods, I do not know 
exactly what you mean. We will be in much better position. 

Senator Moopy. That is rather v ague. What did you say? 

General Merzcrr. We estimate we will be in a much better position 
by the end of the year. 

Senator Moopy. I see. There has been considerable controversy 
over this Bullard contract with the Fisher Body Co. 

[ notice you have vertical turning lathes, Bullard, listed as one of 
the critical items. I am wondering why, or whether you would like 
to make any statement with regard to the cancellation of that contract. 

I do not want to turn this hearing into another discussion of that 
contract alone, but I am wondering whether you will comment on the 
reasons for the cancellation of that contract. 

General Merzcer. Well, the cancellation, Senator Moody, was rec- 
ommended by the Air Force but was effected by General Services 
Administration. 

Senator Moopy. Yes, I know that. They have been here. 

General Mrrzcer. The situation very generally is this: The original 
requirement for Bullard type machines was a very substantial one 
and resulted in a large bac slog with Bullard and King and Niles, 
who manufacture also Bullard | type machines. The bacl klog was so 
substantial that delivery promises resulting to our contractors made 
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it very obvious that the current production schedules to which our 
contractors were committed could not be accomplished. 

Consequently, the contractors proceeded, as American industry 
normally does, with its ingenuity to develop substitute or alternate 
types of machines. They proceeded to procure foreign-built ma- 
chines where possible. They rearranged their production layouts, 
and in so doing they canara greatly “the original requirement for 
Bullard-type machines. 

Senator Moopy. There was an acute requirement for those ma- 
chines, was there not ¢ 

General Merzcer. Yes, sir. 

Senator Moopy. Why did it take—perhaps you are not the best 
witness on this—but why did it take from February to September 
to sign a contract between General Motors and Bullard for that ma- 
chine, at a time when war was going on in Korea, and at that time 
certainly there was an acute need for these machines ¢ 

Now why did it take so long to get under way ? 

We hear a lot about Government red tape and I think that some 
of it is true. Did the Government in any way interfere with the 
signing of that contract ? 

General Merzcer. I was not present at any meetings, Senator 
Moody, and therefore I am hardly in a position to comment factually. 
I might have opinions but I have no factual information on that 
subject. 

Senator Moopy. Well, was any member of the Air Force present 
during those meetings ¢ 

General Merzcer. In January of 1951, and I believe also in Feb- 
ruary, my present assistant, Colonel Andrews, sat in meetings with 
Fisher Body Division of General Motors and the Bullard Co. At 
that time it was discussed that perhaps Fisher should be licensed 
to produce Bullard-type aati particularly the 42-inch Cut- 
Master. 

Senator Moopy. As a matter of fact, did not the Air Force press 
to have this contract signed / 

General Merzcrer. The Air Force was very much in favor of hav- 
ing some arrangement made whereby an increased quantity of Bul- 
lard-type machines could be made available to Air Force contracts. 

Senator Moopy. So that it was not the Air Force that was respon- 
sible for the delay in the signing of this contract; is that correct ? 

General Mrerzcrer. It has never come to my attention, sir, that it 
was: no, sir. 

Senator Moopy. Well, is it your opinion that the delay was from 
other sources? 

General Merzerr. It is my opinion; yes, sir. 

Senator Moopy. What is your opinion 

General Mrrzcer. It is my opinion it was a normal business delay 
in arrangements between Bullard and Fisher. 

Senator Moopy. My opinion is it took a little too long for them 
to get down to business. 

I am wondering, General, if we might save time by putting the rest 
of the list of critical machine tools in the record rather than having 


you read them all. 
General Merzcrr. I will be happy to, sir. 
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(The list referred to is as follows :) 


Machine tool Manufacturer 
De I ie sae hen ann nk eee Oe We eee 
Moore Special Tool Co. 
Die sinking machines__-_..__--~-. Pratt & Whitney 


Cincinnati Milling & Grinding Machine Co. 
Vertical turning and boring 


NE SS Pte 
King Machine Tool Co. 
Screw machines_ eS eae _..Brown & Sharpe Manufacturing Co. 


Davenport Machine Tool Co. 
New Britain-Gridley Machine Co. 
Cleveland Automatic Machine Co. 
Tracer type lathes a _...American Tool Works Co. 
Monarch Machine Tool Co. 
Lodge & Shipley Machine Tool Co. 
Milling machines__~~_-~~- _._...Cincinnati Milling & Grinding Machines, Inc. 
Kearney & Trecker Corp. 
Brown & Sharpe Manufacturing Co. 
Gorton, George Machine Co. 
eee Warner & Swasey Co. 
Gisholt Machine Co. 
Surface grinders__ ........-Blanchard Machine Tool Co. 
Brown & Sharpe Manufacturing Co. 
Thompson Grinder Co. 
Norton Co. 
Gear finishing machines__.__-._-- Gleason Works 
Radial drills__..._._._..._._......... American Tool Works 
Carlton Machine Tool Co. 
Cincinnati Bickford Tool Co. 
Cincinnati Gilbert Machine Tool Co. 
Fosdick Machine Tool Co. 


cy fl: 


Spar mills___-- seal Farnham Manufacturing Co. 
Onsrud Machine Works, Inc. 
Skin mills. _--~- ...-.....Giddings & Lewis Machine Tool Co. 


A summary of Air Force requirements for machine tools requested for delivery 
in 1952 and 1953, as determined from our total report of undelivered machine 
tools dated January 7, 1952, is listed below: 


On order To be Total Percent of 
ordered units total 

3411. Boring machines } 1, 964 243 2. 207 5.52 
3412. Broaching machines | 684 46 730 1.82 
3413, Drilling machines J ! 4, 431 1, 262 5, 693 14. 23 
3414, Gear machines 800 | 185 QRS 2 48 
3415. Grinding machines ‘ 6, 558 1.110 7. 668 19.16 
34'6, Lathes 5, 438 1, 264 6, 702 | 16. 75 
3417, Milling machines 4, 818 1, 434 6, 252 5. 63 
3418. Planers : 121 14 135 34 
3419. Miscellaneous machine tools | 2, 569 1,077 3, 646 9.11 
3441, Bending and forming machines 513 321 834 2. OR 
3442, Hydraulic and pneumatic presses 483 236 719 1.80 
3443. Mechanical presses, power-driven. - - ‘ 692 257 | 949 2. 37 
3444. Manual presses 72 69 | 141 35 
3445, Punching and shearing machines | 217 132 349 . 87 
3446. Forging machines and hammers (not including | 

forging presses) 316 61 377 .94 
3447. Wire and metal ribbon forming machines (not 

including rol] forming) 19 | 10 20 08 
3448. Riveting machines (not including power driven, | 

hand riveting machines) | 298 | 279 577 1.44 
3449, Miscellaneous and secondary metal forming and | 

cutting machines j 98 | 41 139 35 
3451. Electric are welding machines : 434 134 568 1.42 
3452, Electric resistance welding machines } 369 | xO 455 1.14 
3453, Gas welding and cutting machines and apparatus} 0 18 | 18 05 
4656. Balancing machines | 114 | 11 125 31 
5657. Inspection testing and measuring machines 481 233 71 1.78 

Total units 31, 489 8, 52 40, 012 


Total percentage ; 78.7 | 21.3 100. 00 
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Senator Moopy. Perhaps you might just summarize in a very brief 
statement what the records here show, the point of them. 

General Merzcer. Yes, sir. 

A summary of Air Force requirements for machine tools requested 
for delivery in 1952 and 1953, as determined from our total report 
of undelivered machine tools dated January 7, 1952, is listed and has 
been put in the record. 

This report indicates 31,489 units on order, 8,523 units to be ordered, 
with a total units requirement of 40,012. 

Senator Moopy. How many of those units will be delivered before 
the end of 1952? 

General Merzcer. It is hoped that the majority of the 31,489 on 
order will be delivered by the end of 1952 

Senator Moopy. I see. 

General Mrrzcer. A more recent report by Air Force contrac- 
tors 

Senator Moopy. I am sorry to interrupt again. 

General Merzcer. Yes, sir. 

Senator Moopy. Do you have firm delivery dates on these tools 
from the makers? 

General Merzcer. Our contractors have delivery promises. They 
have not remained firm because of the manner in which we are being 
assisted by the Munitions Board and NPA in our machine tool prob- 
lem, which I will bring out later in this statement. 

Senator Moopy. You say they are not firm because of the manner in 
which you have been assisted by the Munitions Board? I don’t un- 
derstand you. 

General Merzcrer. Because of a rescheduling operation which is 
presently under way, based upon a master urgency list. Machine tools 
are presently being rescheduled to provide tools for the most urgent 
programs first. 

Senator Moopy. Why was not that done sooner, General ? 

General Merzcer. That is a difficult question, sir. Possibly because 
the organization of the Industry Division within NPA having re- 
sponsibility for machine tools was not completely staffed. P ossibly 
also because the master urgency list had not been established as a list 
“oe which rescheduling could be conducted. 

nator Moopy. Well, that was the point. I have been puzzled 
“ay. when a war has been going on, this urgency list was not set up 
sooner and the entire thing moved ahead more rapidly. 

General Merzcrer. Well, the establishment of an urgency pattern is a 
very difficult matter. It must take into ¢ onsideration all the planning 
of the Joint Chiefs of Staff and the details involved in wor king up 
such a master urgency list to conform with all plans is a diffic ult and 
laborious undertaking. 

Senator Moony. I realize that. When was this master urgency list 
completed ? 

General Merzcer. I do not have the exact date, but I believe it was 
approximately 60 days ago, perhaps 90 days. 

Mr. Grrvatric. I could say it was during the fall. 

Senator Moopy. During the fall? 

Mr. Grupatric. Yes. 

I also might insert this comment: I think originally the military 
logistics chiefs felt that they would not need to “rank different pro- 
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grams, that there would be enough tools and materials to go around 
for all the critical programs, and ‘there was not a sufficient realization 
of the requirements for an order of precedence or an urgency schedule 
until the end of the summer. 

Senator Moony. I see. 

There was one thing that seemed to me to be rather unusual—per- 
haps not unusual, but perhaps difficult to justify. I know it has been 
testified to here by very competent witnesses that the assignment of 
tools has been Air Force, Navy, Army or Army, Navy, Air Force, 
right down the line: The old business of taking $3 and giving every- 
one a dollar apiece without what would seem to be adequate attention 
to the relative urgency of this thing. 

Now, after all, Congress did pass a law unifying the services to 
get away from that sort of thing. That was one reason for the law. 
Iam wondering why that has been handled that way. 

You mean to say there is an absolutely even balance in urgency as 
between the Air Force items, Army items, Navy items so these things 
should be split up in that w: ay is there nol some other relative 
urgency that ought to be honored in this situation 4 

Mr. Gitpatric. We fee 1, Mr. Chairman, in the Air Force, very defi 
nitely, that a number of our programs, maybe not every single pro- 
curement of trainers and transports, liaison-type planes, should take 
precedence over other military programs, but we feel generally that 
the Air Force, having the farthest to go to build up to the full strength 
which has been determined by the Joint Chiefs with the approval of 
the National Security Council and the Secretary of Defense to be 
necessary for our ae since we have that long w: ay to go, the 
aircraft program should be given greater priority treatment than 
it has been. 

When this subject. came up for discussion in the Munitions Board, 
of which I am the Air Force member, and also in the Joint Chiefs, 
the only way we could get agreement on any kind of an urgency system 
was to give each one of the three services so many slots in this super 
urgency category, which is called the “brickbat” group. 

Senator Moopy. What do you mean by “so many slots,’ Mr. 
Gilpatric ? 

Mr. Gitrarric. Well, each one of the three services was permitted 
to designate four programs to be accorded this urgency treatment, 
and then below that urgency category was to be a listing of projects 
or programs numerically from one on up to, I think it is, over a 
hundred, or maybe two hundred. 

Senator Moopy. You mean each of the three services was given four 
“brickbat” projects; is that correct ? 

Mr. Gitearric. That is correct. 

Senator Moopy. Now if, for example, it had been the case that 
there were six very urgent Navy projects for which a case could have 
been made over the Army or the Air Force, nevertheless, the Navy 
would not have received the urgency “brickbat” preference, but that 
would have gone in an alternate way between the three services; is 
that correct ? 

Mr. Gitparric, The only way that agreement could be reached 
among the services at this stage—I am talking now of last fall when 
the urgency list was set up—was to start out with 12, I think it was 
at that time, and give each service an equal number. And on that 
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basis each service picked its four more critical programs and put 
them into this category in which there was no ranking as between 
the 12. 

Senator Moony. As I understand your testimony, the Air Force 
was very critical of that decision; is that correct? 

Mr. Gimparric. Yes; but, Mr. Chairman, in order to get on with 
the business we felt it was so essential to have some sort of urgency 
system that we accepted what could be agreed upon at that time. 

" Senator Moopy. I see. 

Mr. Gitrarric. And went ahead. 

Senator Moopy. I am not being critical of you for accepting it; I 
am merely trying to bring out what the facts were. 

The facts were that in order to get anything through you had to 
go back to the old system of dividing each dollar up three ways in 
effect ; is that correct ? 

Mr. Giiparric. That is correct. And I should say that today there 
is an effort being made to have the Joint Chiefs integrate that urgency 
list so as to rank the ones that are now on the list in some order of 
precedence in order to enable the civilian agencies that are helping 
on the defense-production programs to allocate tools and materials 
and do the other expediting jobs that have to be done. And there still 
is not definite action by the Joint Chiefs of Staff in even integration, 
that is, in putting into an order of preference the items that were in 
the “brickbat” category. 

Senator Moopy. Let’s see, this Korean war has been going on for 
20 months, has it not? 

Mr. Grtpatric. That is right. 

Senator Moopy. And it was only last fall when there was a master 
urgency list worked out? 

Mr. Griparric. Correct. 

Senator Moopy. And on that master urgency list, in general, they 
took Air Force, Army, Navy. Is that the order—or Air Force, Navy, 
Army ? 

Mr. Gutpatric. In the “brickbat” category there was no ranking in 
the order you indicate, that is, numerically. 

Senator Moopy. I understand that; but that comprised 12 of the 
most urgent projects in the Government; is that correct ? 

Mr. Gitparric. That is correct. There were a certain number of am- 
munition items, and the Air Force had a couple of aircraft programs, 
an engine program, an electronics program. I have forgotten what the 
Navy had. J think mine sweepers and aircraft and engine program. 

Senator Moopy. But in any event you felt there were more urgent 
Air Force items which should have been on that “brickbat” list which 
were frozen out because of the fact that the 12 projects were divided 
on an equal basis; is that correct ? 

Mr. Gritparric. I certainly do. I think the F-84 ought to have been 
on it, but there wasn’t room. 

Senator Moopy. You mean to say that the F-84 program is not get- 
ting urgency treatment ? 

Mr. Gutpatric. It is not. 

Senator Moopy. What other programs are there that are not get- 
ting urgency treatment at this time? 

Mr. Gitparric. We only have four that are getting urgency treat- 
ment, and we have a lot more other urgent programs. __ 
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Senator Moopy. Would it be violation of security to tell us what the 
four programs are ¢ 

Mr. Gitparric. At the present time, Mr. Chairman, the Joint Chiefs 
have not permitted the issuance publicly of an urgency list. That is 
another request that has been made of them by Mr. C lay Bedford, 
who is special assistant to Mr. Lovett for expediting production. I 
believe perhaps by the time this record is closed it will be possible to 
furnish you a copy of that list for publication. It is not yet a matter 
that has been cleared for security release. 

Senator Moopy. But as Lunderstand it, in this “brickbat” ¢ ategory 
you were permitted only to put one engine project, one electronics proj- 
ect, and two aircraft projects; is that correct 4 

Mr. Givrarric. That is correct. 

Senator Moopy. Can you give us any program other than the F—84 
program that was left out that you think should have been in there ¢ 

Mr. Gitpatrric. You could just jot down the rest of our program. 

Senator Moopy. You would not say your entire program was more 
urgent than anything the Navy had or the Army had; would you? 

Mr. Gitpatric. No, but I think that when you take our different 
combat requirements—heavy bombers, medium bombers, light bom- 
bers, fighter interceptors, day fighters—I think our entire combat 
requirements should take precedence over some of the Army and Navy 
programs, which are not critically needed today. I mean they are 
war-reserve-type programs. 

Senator Moopy. Do you mean to say there are listed in the “brick- 
bat” category war-reserve programs ¢ 

Mr. Gitpatric. No, I am speaking of the over-all urgency list. 

Senator Moopy. You are speaking now of the urgency list below 
these top 12% 

Mr. Gitrarric. Yes. 

Senator Moopy. Mr. Boyer testified here that below this “brickbat” 
list it is spelled out Air Force, Navy, Army, in that order; is that 
correct ¢ 

Mr, Giiparric. In order to get on with the job of having some list, 
the representatives of the three services tossed a coin. ‘The Air Force 
won the toss. So that in cycles of three we have the first. 

Senator Moopy. Did you actually toss a coin ¢ 

Mr. Ginparric. I understand that is what happened in order to get 
on with it. 

Senator Moopy. Who came second ? 

Mr. Gitparric., I think the Army came second and the Navy third. 

Senator Moopy. And so the Air Force has projects 1, 4, 7, 10, and 
so on, is that correct 4 

Mr. Ginparric. That is correct. 

Senator Moopy. And the Army has 2, 4, 6,5, and so on? 

Mr. Gitparric. Yes. 

Senator Moopy. Did you say there is a move now in the Joint Chiefs 
to readjust that, or does that only apply in the “brickbat” category # 

Mr. Giuparric, The project ae before the service Chiefs is to 
list all of the program, both the “brickbat” category and the numerical 
category be on that, in one cycle order of precede nee, starting ous 
1 right on down, and have no differentiation between the so-called 
“brickbat” items and the items which now bear these numbers. 
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Senator Moopy. I see. 

Mr. Gitparric. That would be a great assistance, we are told, to the 
civilian production agencies, to the contractors and manufacturers. 
I mean they would not have to differentiate as they do now. 

Senator Moopy. Now, General Metzger has testified that while you 
do expect a sharp improvement in the condition by the end of the year, 
there would still be critical machine-tool items which will not be 
available by the end of 1952. Do you agree with that? 

Mr. Gripatric. That is my understanding; yes, sir. 

Senator Moopy. Are some of these critical machine-tool items of 
such a nature that these urgent aircraft projects like the F-84, that 
are not listed in the “brickbat” category, will be excluded from ma- 
chine tools in this year and del: aad because of the failure to include 
them in this top category ? 

Mr. Gitrarric. If no action were taken to relieve that situation, 
what you say might follow. But there is still another 

Senator Moopy. When you say “no action taken to relieve,” you 
mean if the situation continues as at present ¢ 

Mr. Gitparric. There is another program underfoot to set up an 
expediting procedure for programs that are not in the “brickbat” 
category. It would be possible, for example, to take care of those 
“brickbat” programs, give those contractors all the tools they need, 
give them the materials they have to have, and then without disturb- 
ing that priority, to take care of some of the programs lower down 
on the list. 

Now if that is done with the F-84 in time, we hope to be able to 
maintain our schedules and get out the production of that type of 
aircraft that is called for. 

Senator Moopy. Mr. Gilpatric, this is not meant in any way as a 
criticism of you personally, because I know you have been here only 
a short time, and you have done an outstanding job, in my opinion, 
while you have been here. 

But the thing I cannot understand about this is that we are just 
getting around to this point 20 months after the strike in Korea. It 
would seem to me this is something that should have been done within 
a month and a half or 2 months of that time. 

Mr. Guparric. I agree with you, but it took urging from outside 
the Defense Department for even what we have done. 

Senator Moopy. Urging from where? 

Mr. Gitparric. From Mr. Boyer, Mr. Wilson, to get even this 
urgency list under way. 

Senator Moopy. In other words, Mr. Boyer and Mr. Wilson have 
had to put the steam under the Defense Department even to get this; 
is that correct ? 

Mr. Gitpatric. That is correct. To them goes the credit for what 
we have accomplished today, and to Mr. Bedford, who has been of 
great help since he has been down here with the DPA and the Defense 
Department. 

Senator Moopy. You mean Clay Bedford? 

Mr. Gixratric. Yes. 

Senator Moopy. That is one of the principal purposes of this series 
of hearings—to find out where these obstructions are. I do not want 
to embarrass you, but I would like to have you tell us what the obstrue- 
tion is, because, perhaps we can get rid of it faster now if it is known 
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and if additional suggestions might be forthcoming from Capitol 
Hill on that point, too. 

Mr. Gitparric. Mr. Chairman, I feel that the position of the Lo- 
gistics Chiefs in the three services and the Joint Chiefs themselves 
is now such that we will get, with Mr. Lovett’s backing, the kind of 
action on these suggestions ‘that I have mentioned for expediting, 
for integrating the urgency list, for making public a list of the 
rankings of these programs, so that industry generally will know 
where to put the steam on. I feel that particular bottleneck, if you 
want to call it that, or obstruction, has been removed. 

Senator Moopy. You say it has been removed and you feel, I take 
it, by inference, that no good purpose would be served by going into 
the past situation as to w here it was. Is that the idea / 

Mr. Gitratric. Yes; I do not feel it would be helpful for.me to be 
critical of the other services or the Joint Chiefs. 

Senator Moopy. I understand that; but I must say that the actual] 
performance on unification has been far below what was expected 
of the Defense Department when it was passed. I am sure of that, 
although I was not here when it passed. 

Now there is another aspect I would like to question you on, if 1 
might, Mr. Gilpatric. 

Appropri: tions are a tremendously vital issue. I think you know, 
if you have followed the proceedings of this committee at all, that 
the chairman of the committee, and I believe the entire committee, fec!] 
very urgenthky that our strength should be increased as rapidly as 
possible | to reduce the vulner: ability to attack. However, we in Con 
gress also have the responsibility for reducing appropriations. 

Now I am wondering whether it is not the fact that billions of dol- 
lars are being appropri: iated before they will be used. 

Let me give an example. Would it not be possible, for example. 
to make a substantial sav ing in appropriations if the commitment in 
terms of formal appropriations included in the Air Force budget for 
the coming year did not extend over a couple of years? For example. 
if the lead time on aircraft contracts were reduced from 24 month: 
to 18 months, with the Air Force having authority to contract for the 
aircraft that it will need, would it not be possible to reduce very meas 
urably the appropriation for the Air Force? That is, in other words, 
substituting contract authority for this appropriation of money which 
actually is not going to be used. 

Mr. Guparric. I think you are right, Mr. Chairman. There is 
a distinction between Congress having to appropriate the actual funds 
which will be spent during fiscal year 1953 and Congress giving the 
services, in this case the Air Force, simply the contractual authority to 
go out and commit for expenditures which will not occur until 1954 
or 1955. 

I understand, before I was here and I think before you were here, 
the Congress used to follow the practice of making that distinction in 
granting the services obligational authority, but in recent years we 
have been required to fund completely, in other words, a hundred- 
percent finance out of current appropriations, all of our projected 
expenditures even though they ran beyond the funding period. 

Senator Moopy. Let’s see. Your proposed appropriation for pro 
curement is what—$11 billion, is it not, roughly? 








192 MACHINE-TOOL SHORTAGES 


Mr. Grrparric. For aircraft and related procurement it is roughly 
$11 billion, and of that roughly $314 billion represents the cost of 
extending our aircraft procurement along this lead-time line, which 
has now grown to an average of 24 months. In some cases, in the case 
of our heavy and more complic ated aircraft types, the lead time is 
actually about 30 months. Iam speaking entirely of follow-on order, 
reorder lead time. 

And in the case of some of the less complicated types of aircraft— 
trainers, day fighters—the lead time is less than 24 months. But on 
the average it has increased by about 6 months. And to fund that 
in fiscal year 1953 will cost $314 billion, although the planes T am 
talking about are going to be delivered during the period from Janu- 
ary 1, to June 30, 1955. 

Senator Moopy. Then would not it seem in line with common sense 
to not require a burden on the tax budget this year for that $314 bil- 
lion which actually isnot going to be spent until 1955 ? 

It seems to me when we are looking for ways to cut the budget, 
there is an eminently sensible way to reduce appropriations without 
holding up the production of aircraft at all. Is that correct, Mr. 
Gilpatric? 

Mr. Gitparric. There isa basic problem here of fiscal policy. What 
you say is true in my judgment. On the other hand, for Congress to 
authorize the Air Force, say, to go ahead and contract for aircraft 
to be delivered during the first 6 months of calendar year 1955 means 
that we will enter fiscal year 1954 with an unfinanced portion of our 
program. In other words, Congress will have to make up a deficiency, 
a commitment that we have undertaken with the approval of this 
Congress but which has not been funded by this Congress. 

I personally do not see anything wrong with that, because that is 
the way the Government is run when you are procuring long lead- 
time items, and I do not see—speaking now just as a citizen and tax- 
payer—why the pay-as-you-go principle should not be applied and 
why the funds that are required to pay for aircraft during fiscal 
year 1954 and 1955 should not be appropriated in that year, not in 
fiscal year 195 

Senator Moopy. The point Iam making, Mr. Gilpatric, is that there 
is a good deal of discussion on pay-as-you-go with regard to taxation 
and so forth, - I do not see any reason why, if we are going to try 
to balance the budget, we should not look realistically at the time 
when the money i going to be used. 

For example, as I understand it during the current fiscal year— 
how much will ihece be in carry-over this year on moneys that have 
been appropri ited ? 

Mr. Giiparric. We are currently obligating for the procurement of 
aircraft, in order to save this lead time, this increase from 18 to 24 
months that I mentioned, some $2.800,000,000 that will not be ap- 
propriated to us until we get our fiseal 1953 funds. In other words, 
we are actually contracting, with the authority of the Secretary of 
Defense. on a p: tial financing basis $2.800,000,000 worth of aircraft 
contractual obligations which will not be funded until 1953. 

Senator anon opr. That is not going to harm the program actually, is 
it? Isn't it actually a bookkee ping proposition ? 

Mr. Gitrarric. Yes; but we are doing—my point was we are doing 
now the very thing you are suggesting we do in the future, because 
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we do not have right today enough money in our fiscal year 195 
budget to order out along the line of 126-combat-wing program ad 
save the lead time. So we have the authority from the Secretary of 
Defense to, in effect, anticipate fiscal 1953 funds to the extent of 
$2,800,000,000. 

Now if we did the same thing in fiscal 1943 with the $314 billion 
that I spoke of, you would have no different result in fise al 1954 than 
you are having in fiscal 1953. 

Senator Moopy. That is my point. We are faced here with two re- 
quirements. Requirement 1, in my judgment we have to build our Air 
Force and the rest of our Military Establishment just as rapidly as 
we can build it. 

Mr. Ginearric. I could not agree with you more, of course. 

Senator Moopy. I am sure you do, and I feel that way about it. 

We also have the very practical problem of keeping down the total 
expenses of the Government. 

Now it seems to me that when we are looking for ways to cut the 
military budget that it isa foolish and perhaps dangerous procedure to 
include in the budget a phantom $31, billion and ‘perhaps have some 
other item which would “ steel or airplanes or ammunitions or some- 
thing else reduced because Congress feels the necessity of cutting the 
over-all total. 

It seems to me that one way to cut this budget and take 31% billion 
out of it quite quickly would be to stop making believe that the money 
is going to be spent in the next fiscal year when it is not going to be 
spent, just give the Defense Department and the Air Force the au- 
thority to contract for it. We ail know it is going to be bought. So 
give the Defense Department authority to contract for it but not pre- 
tend that the money has to be available in the coming fiscal year when 
it does not have to be available. 

Is that a fair statement of the situation as you understand it? 

Mr. Ginparric. That is the root of the problem, and it is a question 
for the Congress to decide which of the two policies to follow—whether 
we have got to actually finance every obligation even though it runs 
out for 2 or 3 years or whether we need only be funded for the fiscal 
period for which Congress is having to raise the money by taxes. 

Senator Moopy. See, Mr. Gilpatric, you and I have talked about this 
and a number of other things, such as the unemployment situation in 
the automobile industry, and one thing I think is terribly important 
is that the Government not get so involved in its procedures and its 
own statistical charts that it takes action which has an actual effect 
on the program in the field because of a certain statistical system way 
down beneath the calculations of those who are conducting the pro- 
gram. 

That was my position on the question of copper and aluminum for 
automobiles. It seemed to me that with releases coming up from the 
Air Force because of the rephasing of the program, there might well 
have been a delay in actually getting that out in civilian production 
since that rephasing was taking place merely because the statistics 
were behind the facts and did not ca the actual picture. 

It seems to me in this case here we are running into a situation where 
the Federal budget should be cut. 

Now the question is: Are we going to have to take this out of the 
bone and muscle of the Military Establishment while we sustain an 
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artificial set of statistics here, or are we going to reduce the budget by 
taking this phantom $31, billion out of the budget and use the money 
that we are going to get to build airplanes now? 

It seems to me that is quite a clear case, and I am delighted to hear 
you say you feel the same way about it, because I think that is one way 
we cal reduce the budget without actually getting in the way of 
strengthening the country. 

Mr. Giupatric. I want to make it clear, Mr. Chairman, that I am not 
attempting to determine which of the two courses is the right one 
for the country or the Congress to follow. 

Senator Moopy. I understand that. That is the Congress’ respon- 
sibility rather than your responsibility ? 

Mr. Girpratric. Yes. 

Senator Moopy. I understand. 

Mr. Givparric. As long as we get either contractual authority or 
the actual cash appropriations, we will be able to make the program, 
and I don’t think it makes any difference to us in doing our job which 
one you give us. 

Senator Moopy. Let me ask you this: If the Congress should decide 
it had to cut $31 billion out of the Air Force budget, would you prefer 
that it be done in a way that I have outlined, or would you prefer 
that they took actually $314 billion out of the money to be spent in the 
coming year and the actual procurement of airplanes and cut it down 
to that extent ? 

Mr. Gitpatric. I would, of course, prefer what you are suggesting, 
because otherwise you would, in effect, be cutting our striking power. 
When I say “you,” I mean Congress would be in effect reducing the 
program below the point which T feel and the Joint Chiefs and ev ery- 
one else in the military feels is essential to the security of the country. 
So what you are suggesting as an alternative would enable us to go 
ahead and build toward that strength without _ delay and at the 

same time not have as high a budget i is fiseal 1953 

Senator Moopy. That is prec isely the reason I am suggesting that, 
and I am very glad to have you confirm it, although I realize you are 
not trying to set the policy on thesituation. And T think I know w hy 
you insist on s saying that. 

We were detoured a little bit there from the question of machine 
tools, but I do think it is very basic to the entire question, because what 
we are trying to get at here is not just one segment of this thing but 
why it is that the procurement of aircraft has not been moving more 

rapidly and what part the machine tools have to do with it. 

General, you were reading your statement. Do you want to con- 
tinue after that rather long interruption ? 

General Merzcrr. Yes. I believe I had just started this paragraph. 

A more recent report by Air Force contractors of undelivered ma- 
oe tools is presently being tabulated and will be available on March 

15,1952. It should be pointed out that the January 7 report indicated 
8,523 machine tools to be ordered. Generally this situation exists 
because of the inability of the contractors to secure from machine-tool 
builders satisfactory delivery promises, resulting in a continuing 
search on the part of the contractors for alternate or substitute tools, 
foreign tools, and other production sources. 

Senator Moony. When we were disi ussing the Bullard contract a 
while ago, General, you pointed ott there had been some substitutions 
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made. Do you feel that the substitutions of other tools are going to 
be of equal competency in carrying these things out ? 

There was testimony here the other day that while there have been 
some substitutions they are not going to bring about equally good 
results. 

General Merzcer. I feel the same way, sir. I do not believe that 
the substitutions in all instances are as satisfactory as the original 
requirement, the original tool contemplated. 

Senator Moony. Has there been a reluctance on the part of many 
of the machine-tool builders to have Fisher go into this business? 

General Merzecrr. Not that I personally know of, Mr. Chairman. 

Senator Moopy. Will you continue, please ? 

General Merzcrer. The Air Force through its production accelera- 
tion insurance program is building quality of tools and tooling into 
its current production structure with the purchase of long-lead-time 
high-speed production tools, which provides some expansibility to 
attain higher levels of production. This program is not complete 
and will require additional machine tools to round it out. The Air 
Force plans to authorize its contractors to proceed, within the avail- 
ability of funds, to place orders for machine tools necessary to achieve 
the established PAIP rates as soon as the tools needed to support 
the current defense programs have been provided. 

Mr. Gitrarric. | might just interpolate, Mr. Chairman. I con- 
sider that as important a part of what we are doing today in the 
Air Force as getting out deliveries of aircraft immediately, because 
that production acceleration insurance program will mean that if the 
bell rings within the next 2 or 3 years, we are going to have the plants 
in operation, tools in place, labor forces trained, engine test cells built, 
so instead of waiting, as we have had to for nearly 2 years to step 
up our production, we will have immediate—I say immediate, as soon 
as the materials can be processed, certainly not more than 9 to 12 
months—capacity to turn out at all-out mobilization rates. 

I feel in a time like this when we do not know whether it is going 
to be a year or 5 years, this feature of the program, having this re- 
serve potential prepared, not just in moth balls somewhere, but actu- 
ally partly ready except for short-lead-time items, to go is a very 
important thing, and I hope Congress will continue to authorize us 
to proceed along this line. 

Senator Moopy. Is not that the very heart of this parallel plant 
conception, that we are going to strengthen our force now and then 
provide plants that would be in stand- by condition ready for instant 
use in case, as you put it, the bell rings ¢ And would not our whole 
program for security over what may be a long period of tension fail 
if the Congress fails to recognize this fact and provide for this tool- 
ing of so-c: alled parallel plants S. 

Mr. Giirearric. Absolutely. We have got to be able to order now 
tools beyond those that are currently needed for our present produc- 
tion schedules. It may be we do not need cash appropriations, but 
we need contracting authority to order these long-lead-time tools 
after the tools that are enumerated here in General Metzger’s state- 
ment have been delivered. And we hope to get that authority from 
the Congress so as to accomplish the end you mention. 

Senator Moopy. That is one reason, Mr. Gilpatric, I find it so hard 
to understand why this Bullard contract was canceled. Here is a 
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very high priority tool, which General Metzger confirms would do 
the work better than the tool now being substituted, and that item 
is under an 18-month delivery delay now, as I understand, in some in- 
stances. Certainly it is going to be an important part of any such 
parallel plant program. 

Why is it, when you had it under contract ready to go into produc- 
tion, that it was canceled suddenly? I just still ec: annot understand it. 

Mr. Gitparric. I would be the last one to say in the light of hind- 
sight a year or two hence that decision will not be viewed as er- 
roneous. But where you have this sharp reduction in requirements 
and an equally sharp upturn in output of Bullard, Niles, King, 
plus these other factors that General Metzger mentioned, the use of 
foreign machine tools and the substitute tool, the consensus of view 
was that we should not go ahead at what looked like a high cost— 
it might not have been, but it looked like a very high-cost. opera- 
tion to have Fisher building tools. As I say, it was one of those 
decisions that could well turn out to have been wrong. 

Senator Moopy. Well, the fact is there is still an 18-month back- 
log, is there not, on the books in delivery of these tools and people 
have to wait 18 months before they can get them? Is that not 
true / 

Mr. Giutparric. Well, a number of our programs, the tools on 
order are not immediately required. 

Is that correct ? 

General Merzcer. That is correct. 

Mr. Gitratric. In other words, the delivery date is satisfactory 
if maintained even though spread over a considerable time to come. 

Senator Moopy. We had testimony heretofore they are not being 
maintained. 

Mr. Gitpatric. In that case then it is not a satisfactory state of 
affairs. 

Senator Moopy. On this question of cost. While it is true that 
the cost of the Bullard machine delivered by Fisher was on the books 
much higher, I think the record of the particular corporation that 
had contracted to build these machines has been that they quickly 
get their costs down so that savings from the declared price by re- 
negotiation or otherwise would probably be great. 

Also, there were two profits charged in there. As I understand 
it, the price was $75,000 from Fisher to Bullard, and then the price 
from Bullard to the Government was around $90,000. 

Mr. Givparric. I am not clear about the two profits, but I wa 
never concerned with that estimated figure of $90,000 per eatin 
because, as you say, after a quantity have been produced - after 
price redetermination and you had some cost experience, I do not 
think in the end you would have paid any such figure for those 
machines. 

Senator Moopy. I agree. I do not want to talk about that all day, 
but I do think that is something which may be proved to have been 
a mistake, as you say. 

Will you continue, General ? 

General Merzcer. Air Force machine-tool reserve: After the war, 
the Air Force was aware of the potential shortage of machine tools in 
case of anotheremergency. Recognition of the problem resulted in the 
establishment of the Air Force machine-tool reserve of more than 
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80,000 tools. The reserve was built up from Government-owned 
facilities and storage was maintained at the former Martin, Omaha, 
Nebr., plant and at the Bell, Marietta, Ga., plant. Approximately 

1,500 Army, Navy, and Air Force contractors and 60 machine-tool 
builders and rebuilders have screened the Air Force machine-tool re- 
serve, and tools have been furnished from the reserve to approximately 
978 contractors. 90 percent of this reserve has been returned to pro- 
duction, with shipments going to Air Force contractors, Army, Navy, 
and Air Force installations. Efforts are being made to place the 
remaining 10 percent in production by continuing to make selections 
from the reserve, by substitution of reserve tools for new tools on 
order, and by surplus-disposal procedures. 1,566 reserve items, which 
include 1,089 boring, drilling, grinding, gear cutting, and finishing 
tools; 272 related production equipment items; and 250 welders, are 
presently being surplused. The status of the machine-tool reserve 
is shown in the following table. 

Senator Moopy. General, I think that the usefulness of the reserve 
tools has been amply proved. 

I was at W illow Run plant not long ago, which is tooling up for the 
C-119 and the C—123, and the great proportion of tools they are using 
there were these reserve tools that came out from the Marietta, Ga., 
storage plant. 

That makes it a little more incomprehensible to understand why 
such events occurred as that which we were examining into a little 
earlier this morning in Mr. Lawson’s testimony, where they dumped 
large quantities of machine tools around the country for 5 cents on 
the dollar, made it necessar y for them to hold them for 3 years, and 
so forth. 

Do you happen to know—I do not know whether you were in the 
same position you are now—do you happen to know why.they did 
not put these machine tools they were selling for 5 cents on the dollar, 
or at least many of them, which can be used now and are being recov- 
ered for use, in the reserve? Why did they sell them out so cheap? 

General Mrrzcer. Mr. Chairman, there are several reasons. The 
reserye-tool program was difficult to get under way to begin with. It 
was not by any means a unanimous choice within the Government that 
such a program should be adopted. 

Senator Moopy. You mean there was opposition in the Govern- 
ment to having any program at all for reserve tools? 

General Mrrzcrer. There was opposition; yes, sir. 

Senator Moony. Where did it come from? 

General Merzcer. I was on duty at that particular time, so it is his- 
tory as far as I am concerned. I am sorry. 

Senator Moony. Do you know where the opposition did come from? 

General Merzcrer. I really do not, sir. 

Senator Moovy. I would like to know. 

General Mrrzcrer. I would be happy to attempt to develop the in- 
formation for the committee. 

Senator Moony. I would like to know where the pressure came from 
to sell these tools. 

General Merzcer. We will try to get that for you, sir. 

Senator Moopy. Thank you. And I am wondering whether the 
pressure came from the Government, entirely from the Government, 
or whether it came from outside the Government. 
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I think, if you would not mind, I would like to have you include in 
that statement a report on where the pressure did come from, whether 
it came through certain people in the Government from outside or 
whether it initiated in the Government. 

General Merzcrr. Yes, sir. 

The statuts of the machine-tool reserve is shown in the following 
table: 


Status of reserve equipment 
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Air Force purchase of machine tools: In January 1951 the Air 
Force decided to go forward with a program for the purchase of metal- 
working machinery to supplement the reserve and to support produc- 
tion. The types of tools purchased were based on specifications re- 
ceived from Air Force contractors and were directly related to their 
needs. Total purchases amounting to $44 million, involving 1,820 
tools, have been made with 62 producers, most of which have been 
allocated to 132 Air Force contractors. 

I might point out here, Mr. Chairman, that this was more or less 
in advance of the pool order program which was taken up by General 
Services Administration. 

Improving machine-tool deliveries: Our present efforts to improve 
the delivery and to determine the status of machine tools for Air Force 
programs are based on the Department of Defense master urgency 
list. Incidentally, the list is used by DPA, NPA, and the Department 
of Defense for the purpose of expediting materials, machine tools, 
metalworking equipment, and other related equipment. In some 
respects it is similar to the Joint Aircraft Committee preference list 
used during the war, but expanded to cover all military programs. 
The military urgency system is a procedure for identifying procure- 
ment with urgency category symbols which express the precedence 
of categories of military procurement among each other, thus pro- 
viding guidance to the production effort. 

Senator Moopy. But that actually was done by whacking it up three 
ways, was it not, and in effect you have divided this thing into three 
parts so that priority goes from one service to another and then from 
one service to another in groups of three ? 

Mr. Gitratric. And so the effect of the system is to take away from 
ur own contractors lower down the list to help the ones at the top. 

Senator Moopy. That is the point I was trying to develop here: 
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That when you do not have an over-all preference, something that may 
be much more important from the standpoint of the defense of the 
country can be lower down, while these apparently less urgent items 
can be moved up; is that correct ? 

Mr. Gitpatric. Yes. 

Senator Moopy. Do you want to complete your statement, General ¢ 

General Metzcer. The procedures of this program are fairly simple: 

(a) Air Force contractors list the machine tools undelivered and 
required by them and their subcontractors to meet approved produc- 
tion schedules. 

(6) Requirements are screened in accordance with program urgency 
against the Munitions Board’s Production Equipment Central In- 
ventory Group combined inventories of reserve tools. 

(c) If equipment is not found in the reserve, action is taken by the 
Munitions Board and NPA to divert the deliveries of new tools in 
accordance with program urgencies established in the master urgency 
list. 

The program has only been in operation a short time, but it has 
been an effective measure in solving the machine-tool problem. 

Senator Moopy. Let me ask you again—when did this program go 
into effect ? 

General Merzcer. Last fall or shortly around the first of the year. 

Senator Moopy. I see. And does it now provide for specific pri- 
orities ¢ 

General Merzcrr. It does provide specific priorities, two bands at 
present. The “S” urgency, which has been discussed in this hearing 
today—— 

Senator Moopy. Yes. 

General Mrrzcrer. And the balance of the military items which are 
in Band No. 2. 

Senator Moony. When you say “S” urgency, you mean that is 
“brickbat”? 

General Merzcrr. That is referred to as the “brickbat” category ; 
yes, sir. 

Senator Moony. Are all the other military items in the same degree 
of priority? You said there were two bands. One is the “S” urgency, 
and the other is all other military items. Are they all in that second 
group without any distinction between them ? 

General Merzorr. There is distinction in urgency 1, which is the 
lower band. There is no distinction in urgency in the “S” urgency 
category, which consists of 4 items for each military department, 12 
items in total. 

Senator Moopy. You say there is a priority list in this second band ? 

General Merzarr. A numerical listing; yes, sir. 

Senator Moony. Now how does that actually work out? 

Can a person or a company with list No. 7 go into a plant and get. 
a tool away from a company with list No. 37? } 

General Merzcer. To the best of my knowledge no treatment has 
vet been given to any program not listed in the “S” urgency category. 
No treatment has been given urgency 1 in machine-tool relief to this 
point. 

Senator Moony. What is the use of being No. 7, why not be 97, then, 
if the thing is listed in that way? What is the advantage of being 
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high on the list if you don’t get a priority over any other item on the 
whole list ? 

How many are there altogether on that list ? 

General Merzcer. Two hundred and fifty-six items, I believe. 

Senator Moopy. 256? 

General Merzcer. Yes. 

Mr. Grparric. They just have not got to working on that part of 
the list yet, Mr. Chairman. It ought to work just as you indicate; 
namely, item No. 7 should get priority treatment over item 37. 
But the metal-working group over in NPA have been confining and 
concentrating their efforts on the “S” urgency items and nothing has 
been done about the rest of the list. 

Senator Moopy. Again let me emphasize this is not critical of you, 
sir. You have not been here long enough. But this war has been 
going on for 20 months. Why has not this thing been done before? 
Can you give us a reason why it has not been done before ? 

Mr. Giuparric. Well, I think the principle of first things first has 
been followed by the people at NPA to the extent of their manpower 
and their « capacity, and even though there are only 12 items in this 
“brickbat” band, those items include very large programs with all 
kinds of subcontractors as well as prime contractors who have tool 
requirements, and it has been a tremendous job. 

I feel, as I said earlier, that while it is very regrettable, to put it 
mildly, that it took so long for the Department of Defense to come 
up with an urgency list, that since we have had the list real progress 
has been made. That has only been 3 months, and today it has been 
concentrated on the most critical items. 

Senator Moopy. As a matter of fact, any delay lay not m NPA 
but failure to produce this urgency list sooner ? 

Mr. Gitrarric. That is correct. There is no fault on that score 
laid at the door of NPA 

Senator Moopy. That was my impression. 

Gentlemen, it is 12:30 and we have not, of course, completed our 
discussion of this thing. I do not know what your plans are for to- 
morrow. I am wondering whether it might not be a wise thing if 
you could come back not only to finish your testimony but to be here 
while the Navy is here because it might be a good thing to discuss 
this relative-priority situation and have at least two of the services 
on hand while that is being done. Would that disecommode you ? 

Mr. Gitratric. It would for this reason, Mr. Chairman: There is 
a meeting of the a aft Production Committee at 10 o’clock with 
Mr. Wilson and Mr. Boyer, at which General Metzger and I are to 
present this production acceleration insurance program status, and it 
is most important we get Mr. Wilson’s approval, and that is the only 
time he can give us. 

Senator Moopy. I certainly agree. I would not think of calling 
you then. 

I would like, however, to ask you to come back again and go into this 
thing more specifically. 

Mr. Guearric. All right, sir. 

Senator Moony. Now, General, this statement of yours on the heavy- 
press program is br ief ? 

General Merzcer. Yes, sir. 
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Senator Moopy. And since the other members of the committee are 
not here, I would suggest you submit it for the rec ‘ord. Could we have 
some copies of both of these statements for the members of the eom- 
mittee and the staff? 

General Mrerzcer. Yes, sir. 

Senator Moopy. Do you have enough with you? 

General Merzcer. Yes, sir.’ More can be furnished if desired. 

Senator Moopy. Mr. Noone will contact you as to a mutually con- 
venient date. 

Mr. Ginratrric. Fine. 

Senator Moopy. I very much appreciate you gentlemen coming here, 
and I appreciate particularly the fr ankness of your testimony. re- 


garding this $314 billion item, which I think may a carry the seeds 
of taking care of the situation that might develop in a very serious 


way if we did not ap proach it from that angle. 

lt seems to me if the actual procureme nt of milit: ary p lanes were 
slowed down by any such figure as is being discussed now in Congress 
that it would extend the period of real vulnerability of this country 
to attack. And if we can reduce the budge by $314 billion mere lv by 
straightening out a statistical technicality and making the appro 
priation for the Air Foree that much less during the coming vear, 
I think we have really accomplished something because the money 
will not be spent in any event until, I think you said, 1955. 

Mr. Gitvatric. Some of it in 1954 and some of it in 1955. 

Senator Moony. I cannot see any reason the taxpayers have to pa 
this year, then. 

Mr. Ginearric. If Congress is willing to defer that. I think it would 
accomplish the two objectives you have spoken ot and with which | 
agree. 

Senator Moopy. Thank you very much. 

(The prepared statement submitted by General Metzger on heavy 
whe program reads in full as follows :) 


> 


wRIG. GEN. K. D. Merzcer, USAF, Cuter, INpUSTRIAL RES: URCES 
Dtviston, Ain Mareéerier, COMMAND 


STATEMENT OF I 


HEAVY-PRESS PROGRAM 


The Air Force heavy-press program is one designed to bring into being metal 
forming equipment capable of exerting excessively high pressures. 

A forge press is a machine for forming hot, cold, square, or rectangular meta 
under progressive pressure into a die cavity of a specifie configuration. T) 
ability to flow or move metal into large area, thin wall, complex shapes is a di 
rect function of the total pressure capability of the machine. 

Maximum pressure capability of American-built forge presses has heret> for 
been 18,000 tons. One press of this size was built by the Mesta Machine York: 
Co. for the Air Force and is now operated by Wyman-Gordon at North Grafton 
Mass. 

The forge presses of the heavy-press program start at 25,000-ton capacity. In 
the program there are three 25,000-ton presses, four 35,000-ton presses, pa two 
50,000-ton presses. 

An extrusion press is a machine for forcing hot metal through an opening of 
specific shape and size. As with the forge press, the ability to push this metal 
is a direct function of the total pressure capability of the press. Maximum pres- 
sure capability of American-built presses has heretofore been 5,500 tons. 

The extrusion presses in the heavy-press program start at 8,000 tons. The 
planned program includes four 8.000-ton presses, four 12,000-ton presses, two 
20,000-ton presses, and one 25,000-ton press. 
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The Air Force does not have in operation, nor is there in operation in this 
country, a heavy forging or extrusion press as defined above. The Air Force does 
have in operation one medium-size forking press which is the 18,000-ton press at 
North Grafton, Mass., and one 15,000-ton forging press procured from Germany 
at the Alcoa plant at Cleveland. Another 15,000-ton press procured from Ger- 
many is being installed at the Air Force plant in Adrian, Mich., and is planned to 
be fully operational late this spring. 

Contracts have been awarded for eight heavy forge presses and nine heavy 
extrusion presses, and the design and engineering is nearing completion. Actual 
fabrication is just getting started. It is planned that these presses will become 
operational beginning in the fall of 1953 and all fully operational in the fall of 
1954. 


The committee will stand in recess until 10 o’clock tomorrow. 
(Whereupon, at 12:35 p. m., the subcommittee adjourned, to re- 
convene at 10 a.m., Tuesday, March 11, 1952.) 
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TUESDAY, MARCH 11, 1952 


Untrep States SENATE, 
SuscoMMITTeEE OF MopiizaTion AND PROCUREMENT 
OF THE SELECT COMMITTEE ON SMALL Business, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:30 a. m., in room 
457, Senate Office Building, Senator Blair Moody (chairman of the 
subcommittee) presiding. 

Present : Senator Moody (chairman of the subcommittee). 

Also present: Charles M. Noone, committee counsel, and William 
D. Amis, investigator. 

Senator Moopy. The committee will be in order. 

Is Admiral Moss here, Commander Embry, and Mr. Linse? 

Admiral Moss. Yes, sir. 

Senator Moopy. Come forward, please. 

Do you solemnly swear the testimony you give before this commit- 
tee will be the truth, the whole truth and nothing but the truth, so 
help you God? , 

Admiral Moss. I do. 

Commander Emprry. I do. 

Mr. Linse. I do. 

Senator Moopy. I see another naval ofiicer back there. Is he with 

ou ? 

Admiral Moss. Yes. 

Senator Moopy. Come forward, Captain. Do you solemnly swear 
the testimony you give this committee will be the truth, the whole 
truth and nothing but the truth, so help you God? 

Captain Lacey. I do. 


TESTIMONY OF REAR ADM. JOHN B. MOSS, ASSISTANT CHIEF FOR 
MATERIEL AND SERVICES, BUREAU OF AERONAUTICS; CAPT. 
HENRY R. LACEY, UNITED STATES NAVY, DEPUTY DIRECTOR, 
PRODUCTION DIVISION, OFFICE OF NAVY MATERIEL; LT. COMDR. 
A. F. EMBRY, JR., UNITED STATES NAVY, ASSISTANT FOR SMALL 
BUSINESS, BUREAU OF AERONAUTICS; AND OSCAR A. LINSE, 
CHIEF OF THE MACHINE TOOL PURCHASING DIVISION, BUREAU 
OF AERONAUTICS 


Senator Moopy. Will you state your names and positions, please # 

Admiral Moss. I am Rear Adm. John B. Moss, United States Navy, 
Assistant Chief of the Bureau of Aeronautics for Matériel and Serv- 
ices. 
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Commander Emery. I am Lt. Comdr. A. F. Embry, Jr., United 
States Navy, Assistant for Small Business for the Bureau of Aero- 


nautics. 

Mr. Linsre. I am Oscar A. Linse, Chief of the Machine Tool Pur- 
chasing Division, Bureau of Aeronautics. 

Captain Lacey. Capt. Henry R. Lacey, United States Navy, Depu- 
ty Director, Production Division, Facilities, Office of Navy Matériel. 

Senator Moopy. Before we start, gentlemen, I notice this morning 
a column by Drew Pearson regarding Navy jets. Did you see that? 


Admiral ‘Moss. Yes, sir. , , 
Senator Moopy. Instead of reading it I think I will admit it to the 


record at this point. 
(The article referred to is as follows :) 


[From Washington Post, March 11, 1952] 
THE WASHINGTON MeERRY-Go-RouNp—RIVvVALRY Costs NAvy A Betrrer Jet 
(By Drew Pearson) 


For some time it has been a mystery why the Navy, with carrier-based 
planes off the Korean coast, did not participate in the tough job of combatting 
the Reds’ jet-propelled MIG’s instead of leaving it to the Air Force. Navy 
pilots are among the best and most conrageous in the world, but, except in a 
few cases, they have been kept a safe distance from ae MIG’s. 

This column is now able to give the answer. The Navy has not been able to 
develop a jet plane able to stand up against the eieth in MIG’s, and, because 
of Army-Navy rivalry, bas been unwilling to accept an Air Fosee-tyue engine 
with which to do the job 

This is no reflection on the thousands of Navy airmen who have been itching 
to get into the Korean jet fighting, but rather on the brass hats at the top who 
have been unwilling to accept the spirit of the Unification Act. 

Investigation of this rivalry also reveals shocking waste, extravagance, and 
inefficiency, which seem to result from lack of unification. 

Today the Navy’s Bureau of Aeronautics is spending $50,046.57 each for a 
Pratt-Whitney jet engine, the J-48—-P—6, for use in jet fighter planes, when it 
could buy a better Allison engine, the J-33—A—16 for only $31,000. 


CALLED “UNACCEPTABLI 


The Allison jet job weighs a little less than the Pratt-Whitney, is a low-pressure 
engine, and has been given an O. K. by the Nava! Air Test Center at Patuxent, 
Md., whereas the Pratt-Whitney engine has not passed inspection. On or about 
February 25, Patuxent reported to the Navy’s Board of Inspection and Survey 
in Washington that the Pratt-Whitney J-4S was “unacceptable.” Despite this, 
2.435 of the Pratt-Whitney engines already have been ordered, and will cost a 
current price of $50,046.57; while only 201 Allison engines were ordered at a 
current price of $31,000. 

The extra cost to the taxpayer is 48 million. 

The J-48 flies 150 miles per hour slower than the Russian MIG's. In jet 
warfare, of course, speed is all-important, and failure to produce a fast Navy 
jet fighter is the reason why Navy pilots are sitting on the side lines off the 
Korean coast today. 

Navy officials, when asked why Pratt-Whitney was given a contract for a more 
expensive engine when Allison was producing a better engine for one-third less, 
had no comment. 

It is known, however, that one of the Navy's civilian engine experts, Vernon 
Haynes, has been protesting vigorously inside the Navy and has been arguing 
for the Allison engine. Haynes, being a civilian, presumably is not affected by 
Navy-Air Force rivalry. 

Scores of younger naval officers also feel strongly that the Navy should 
accept the Allison engine. They point out, however, that if the Navy ordered 
the Allison jet job, it would be made under Air Force supervision at Indianapolis, 
since the Allison plant is under Air Force “cognizance.” 
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On the other hand, Pratt-Whitney at East Hartford, Conn., is under Navy 
“cognizance,” Which means that Pratt-Whitney is one of the plants under Navy 
jurisdiction. 

NINE DEFECTS FOUND 


Pratt-Whitney has built some A-1 engines, but at present the Navy is still 
tinkering with the inadequate J—48, which the brass hats seem determined to 
force down the throat of Navy pilots. Already, $1,772,000 has been spent 
to put this engine in acceptable shape. 

In all, nine defects were discovered by Navy testers at Patuxent. As of 
this writing, the engine is conditionally ungrounded for operation overland 
only, while Pratt-Whitney is working on a shotgun ignitor to throw magnesium 
into the engine at the start in order to prevent flame-outs. A flame-out on a jet 
engine means that the flame goes out—which is the equivalent of engine stalling 

Meanwhile, Navy pilots who have to fly these engines point out that the Allison 
engine has had almost none of this trouble. 


TESTED BY RIVAL 


Finally, Wright Parkins, Pratt-Whitney production engineer, told the Navy: 
“Give me one of those Allison engines and I'll show you they're no good,” 

So the Navy shipped two Allisons up to Pratt-Whitney, where they were tried 
out ina Grumman plane. This was most unusual since the Navy maintains its 
own testing center at Patuxent at a cost of $4 million a year, and the Navy’s own 
test is supposed to be the final word—not the test of a private manufacturer, 
However, Navy brass hats, apparently anxious to please Pratt-Whitney obliged. 

The results of this test, even by Pratt-Whitney, were so satisfactory that one 
Pratt-Whitney engineer was fair enough to call the Allison representative in 
Washington and admit the superiority of the Allison engine. 

Navy brass hats, however, are still trying to figure out ways of justifying 
their judgment in picking an engine which costs one-third more than one built 
under Air Force supervision, and of which they ordered 2,435 at an extra cost 
to the taxpayer of 48 million 

Senator Moony. Admiral, do you have any observations on Drew 
Pearson’s - icle ¢ 

Admiral Moss. Well, sir, the Navy Department was caught very 
short on that. and the Bureau of Aeronautics, who . particularly in 
terested in Mr. Pearson’s column or the remarks in his column this 
morning, are currently preparing a statement for aaa to the 
Secretar Vv of the Nav V5 and the exact facts had not yet been assembled 
when I left the Navy Department about half past nine, except to say 
that none of the figures and statements that Mr. Pearson uses 1 his 
column are in fact facts. 

Senator Moony. Is it not true then that the Navy Bureau of Aero 
nautics is spending $50,046.57 for Pratt-Whitney jet engines when it 
could buy a better Allison engine for only $31,000? Is that untrue? 

ae Moss. It is not a fact, Mr. Chairman. The figures quoted 

1. Mr. Pearson’s statement are prices and not costs. The difference 
is in the way of computing cost. For instance, Pratt & Whitney Co. 
owned most of their own facilities. The Allison Co. build a J-33 
engine in Government-owned facilities with Government-owned ma 


chinery. And there is a difference there. The discrepancy is in the 
terms “price” and “cost.” ‘The figures that Mr. Pearson quotes there 
are prices, and costs are something els again. 


Senator Moopy. Do you mean that the $50,000 is price and the 
$31,000 is cost ? 

Admiral Moss. | beg pardon ¢ 

Senator Moony. Do you mean that the $50,000 which is paid 
Pratt-Whitney is a price, while the Allison $31,000 is cost? Is that 
what you are saying? 


97630—h2 14 
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Admiral Moss. Yes, sir; roughly. In the Pratt-Whitney costs are 
amortization on their investment in building, research, and develop- 
ment costs on that particular engine, and there are also costs included 
in that for field service of the engine. 

Senator Moopy. Well, this is the disturbing part of the piece to 
me—is it accurate that Navy planes are 150 miles an hour slower 
than the MIG’s? 

Admiral Moss. No, sir; it is not. The Navy now has F9F—4’s and 
5’s over there—that is the Grumman plane—and the McDonnell 
F2H’s, which are about 45 miles an hour slower than the MIG. 

Senator Moopy. Forty-five miles an hour slower ? 

Admiral Moss. Yes, sir. 

Senator Moopy. I see. Do you feel the pilots are handicapped be- 
cause of the superior planes of the enemy ? 

Admiral Moss. No, sir; I do not think so. The Navy’s missions 
over there are not to go up and shoot at the MIG’s. The Navy’s mis- 
sions are operations directly against the enemy in the way of close 
support for the marines, infiltration, damaging their supplies, rail- 
roads, stores, and everything else behind the lines. 

The latest figures I have seen on that is that the Navy planes over 
there have flown about 135,000 combat missions since the see op- 
eration started, which is about 35 percent of all the missions flown 
by the Allied forces in Korea. And some of the other figures on that 
are equally impressive, and the amount of bombs and rockets fired, 
the amount of ammunition. And the MIG’s operate in a certain sec- 
tor of the Korean area in which it is not the Navy’s mission to get 
into. 

Senator Moopy. You have an attack mission but it is not a combat 
mission from the standpoint of taking on the pursuit ships of the Chi- 
nese; is that right? 

Admiral Moss. That is correct. It has been stated in the press sev- 
eral times in the last year that the F-86 is the only plane that the 
United Nations, and particularly the United States, have in Korea 
that is an admitted match for the MIG. 

Senator Moopy. That has been stated ? 

Admiral Moss. Yes, sir; that has been in the press. 

Senator Moopy. I see in Pearson’s column here he states Vernon 
Haynes has been protesting vigorously and arguing for the Allison 
engine. Is it true there is a prospect of changing the engine on this 
airplane ? 

Admiral Moss. On which airplane? 

Senator Moopy. Changing to the Allison engine from the Pratt- 
Whitney ? 

Admiral Moss. There again Mr. Pearson’s figures are entirely in 
error. The figure of 201 Allison engines that he stated is wrong. 
The Navy has purchased from Allison or has on order somewhere in 
the neighborhood of 1,600 engines, including a number of J—33’s. 

Senator Moony. He said 201. 

Admiral Moss. The correct figure is probably around fifteen or 
sixteen hundred. 

Senator Moony. And he said 2,435 Pratt-Whitneys on order. Is 
that not correct? 








MACHINE-TOOL SHORTAGES 207 


Admiral Moss. There are 2,400 Pratt-Whitney engines, that sounds 
correct, but I know that the figures on the Allison engine are not 
correct. 

Senator Moopy. I see. 

Admiral Moss. Another important point in connection with that 
article is that the F-86, which 1s a match for the MIG, is not powered 
by the J-33 engine, it is powered by General Electric’s J-47. 

Senator Moony. Yes; that is right. I know that. 

Admiral Moss. He implies from his article that the F-86 is being 
powered by the J—33. 

Senator Moopy. I thought you should have an opportunity to com- 
ment on this article this morning. 

Admiral Moss. I appreciate that opportunity, Mr. Chairman. 

Senator Moopy. I have no knowledge of the subject myself, but I 
did see the article this morning, and I thought we ought to have some- 
thing in the record on it. 

Admiral Moss. If I may make one further comment which I think 
would clarify your mind. 

Senator Moopy. Yes, indeed. 

Admiral Moss. Mr. Pearson talks about and implies an unfair test 
of the two engines at the Pratt-Whitney plant. That is along toward 
the end of the item there. 

That test was very carefully arranged. ‘There were representatives 
of the Pratt-W hitney Co. representatives of the Allison Co. The 
test was conducted in the Pratt & Whitney facility because it is one 
of the two facilities of that nature in the country. The other one 
is the NACA high altitude cold chamber jet engine test facility at 
Cleveland, which was committed to high-priority work, and this work 
could not be done there. We wanted to get some answers to some facts 
on an equal comparison in a hurry. 

Senator Moopy. Well, the implication of the article is that the 
Allison engine is substantially superior to the Pratt-Whitney engine 
for this kind of work. Is that true? 

Admiral Moss. No, sir; we do not think so. We got into the 
J-48 engine—the Navy got into the J-48 engine because evaluation of 
development and everything else indicated that it was a much more 
promising engine than the J-33, which we thought had run to the end 
of its development possibilities. 

It is true at the present time they are in about the same thrust or 
horsepower bracket, but we expect the J-48 to go way up the thrust 
scale much farther than the J—33 could go. 

Senator Moopy. Thank you very much. 

Admiral Moss, what is the effect of the machine-tool short: ze or 
what has it been on the production of defense weapons in the Navy ? 

Admiral Moss. Well, Mr. Chairman, I think it is quite common 
knowledge that the shortage of machine tools has kept our production 
schedule from getting up at this time where we thought it would be a 
year or 18 months ago. The fact that we have not gotten all of the 
machine tools that we thought we were going to get at this time I 
mean. 

Senator Moopy. So what you are saying is that if you had had ma- 
chine tools, your production on the things the Navy needs would have 
been much greater at this time, that mac chine tools have been the prin- 
ciple bottleneck; is that correct ? 
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Admiral Moss. It has been one of the principal bottlenecks, Sena- 
tor. There are two or three others. 

Senator Moopy. What are the others? 

Admiral Moss. One of the important bottlenecks, I believe, in cer- 
tain areas is that we are putting into production airplanes and engines 
and other type of equipment, particularly electronics equipment, 
which we would not normally have put into production for another 2 
or 3 years. That is an important item. 

The machine-tool shortage, I think, is probably a bottleneck of 
second importance. 

An item of third importance was a lot of strikes we had all last sum- 
mer and last fall. There were a total at one time of 35,000 people in- 
volved in contracts for the Bureau of Aeronautics out of an estimated 
total of about 175,000 who were out on strike. 

Senator Mcopy. How long was that ¢ 

Admiral Moss. That period lasted about 6 weeks, 6 weeks to 2 
months, 

Senator Moopy. You say 35,000 were out on strike for 6 weeks? 

Admiral Moss. Yes, sir, in various companies. Well, you do not 
take 35,000 out of 175,000 and not have your production slip back a 
little bit. 

Senator Moopy. In what lines were those strikes ? 

Admiral Moss. Pretty much across the board. Pratt-Whitney had 
a big strike. Wright Aeronautical had a big strike. There was a 
big strike out at the Douglas Co. Some of our smaller companies 
that furnished what we call Government-furnished equipment, like 
pumps and hydraulic gear and electrical equipment, have been out on 
strike in varying numbers. 

The strike picture today is pretty good. The last figure I saw, I 
think, is that there are only a total of about 1,500 people out on strike 
that involve the Bureau of Aeronautics contracts. 

Senator Moopy. I am afraid the failure to step in as soon as the 
Korean war broke and impose a general anti-inflation program, as sug- 
gested by Senator O'Mahoney, the chairman of the Joint Economic 
Committee of the Congress, and Bernard Baruch and others, has had 
all sorts of collateral effects that were not apparent at the time that 
failure to act took place. If there had been an effective check on the 
price rise, it seems to me you would not have had the same pressure 
on wages, less strikes and more production. 

Admiral Moss. You are talking about machine tools now ? 

Senator Moopy. I am talking about all along the line. 

Has the Navy had to cut back requirements on any of your vital 
programs due to machine-tool shortages ? 

Admiral Moss. Not directly. We have slipped our production 
schedule back a little bit. The shortages in machine tools have been 
in some cases responsible for that, but I would not say that the Navy 
has had to slip back its aircraft or aircraft production schedule prin- 
cipally and solely on account of shortage of machine tools. 

Senator Moopy. Are most of your top priority items aircraft or 
aircraft engines / 

Admiral Moss. Yes, sir. In the Navy’s top priority items there are 
five articles. This is classified. 

Senator Moopy. Well, you had better—— 
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Admiral Moss. We have two airplanes, one engine, some mine 
sweepers, and some ammunition—five items. 

Senator Moopy. That is better, because the committee might be 
glad to have the information but not publicly. 

I thought there were four items in this “brickbat” class, so-called. 

Admiral Moss. No, sir; there are five—the five Navy items that I 
mentioned. 

Senator Moopy. There are? 

Admiral Moss. Yes, sir. 

Senator Moopy. In that connection, Admiral, it was testified yes- 
terday here by the Air Force that the priority down below the “brick- 
bat” class, this urgency list, was decided by a flip of a coin, and the 
Navy came out third on the flip of the coin, as I understand it. Is 
that correct ? 

Admiral Moss. Well, , the SS. in the two categories, the 
“brickbat” category and the “CueCap”—— 

Senator Moony. The what? 

Admiral Moss. “CueCap,” below the “brickbat” priority. 

Senator Moopy. I am fascinated by these terms. Where did you 
vet that one? 

Admiral Moss. They were generated over in the Munitions Board, 
and the reason for using those terms is so that they can be used in 
conversation where the information is required and we still want to 
vet around the classification restrictions. 

Senator Moopy. I can see why “brickbat” would be used. But how 
do you spell this? 

Admiral Moss. C-u-e-C-a-p. 

Senator Moopy, What does it mean ? 

Admiral Moss, ‘The cue cap on a cue, Il imagine. It is just a code 
name as far as I am concerned. 

Senator Moony. If I understand it, these various items in line of 
urgency are listed Air Force, Army, Navy, Air Force, Army, Navy, 
and soon. Is that the order? 

Admiral Moss. No, sir; they are not. The items in the “brickbat” 
category, of which there are only a total of 15, I believe, are all under- 
stood to have the same relative urgency. 

Senator Moopy. IT know that, but I was speaking of what you call 
the “CueCap,” What you call the “CueCap,” I believe, is what the 
Air Force called the *S” list or something like that. 

Admiral Moss. The “S” list is the “brickbat” list, but the “Cue sap” 
list is now being revised to give the items priority numbers. There 
are over a hundred items in the list, and they were also supposed to 
have equal priority but it cannot be handled in that manner 

Senator Moopy. I think it was testified here there were On4 items 
on that list altogether, and the priority runs Air Force, Army, Navy; 
so that the first item on the list in each case is a Air Force item, the 
second item is an Army item, the third item is a Navy, and the fourth 
one is an Air Force item, and so on, Navy getting 6 and 9 and 12 and 
so forth. 7 

That seems to me like an extraordinary situation in view of the fact 
that the services are supposed to be unified, and I should think the V 
would be able to figure out which projects are really most important 
rather than just splitting them up three ways. It seems like a couple 
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of kids playing one old cat in the back yard, taking @ bat and gomg 
like that [indicating]. 

Admiral Moss. As I mentioned before, the list of priorities is now 
in process of revision to get a more realistic priority list. At the time 
the list was made up, it was made up in a hurry, and of the 250 items 
or one-hundred-some-odd items, if you take every third one for one 
of the services, it breaks up the priority claim pretty evenly through 
the three services. 

Senator Moopy. It does, but my point is that it may be that the 
priority claim might not be properly broken up evenly. 

Admiral Moss. That is correct, and that is what is being done now. 
That fact has come to the surface; and, as I said a moment ago, the 
priorities are being revised at the present time. 

Senator Moopy. They are? 

Admiral Moss. Yes, sir. 

Senator Moopy. When was that list made up? 

Admiral Moss. That list was made about in November or early in 
December. The purpose of it was to get some basis on which to allo- 
cate machine tools in short supply. 

Senator Moopy. Yes; I know that. And also it seemed to me that 
was too many months after the Korean invasion. That was about 
18 months. I am not taking you to task, Admiral. 

Admiral Moss. I understand that, Senator. 

Senator Moopy. But I am pointing out the fact that was 18 months 
after the Korean invasion, and somewhere in the Defense Department 
there still had not been worked out an urgency list which could make 
it possible to distribute these tools. How much did that have to do 
with the failure to get faster deliveries ? 

Admiral Moss. Well, sir, there are a number of factors that are 
responsible for the shortage of machine tools. F will put it this way: 
There are a number of factors that are responsible for the fact that 
we do not have enough machine tools today to be up on the production 
schedule that we thought we were going to-be on 18 months ago. 

Senataor Moopy. How far behind that schedule are you ? 

Admiral Moss. The Navy, I would say, is across the board about 10 
or 15 percent behind that schedule. 

Senator Moopy. Now, that is, behind the schedule as of 18 months 
ago? 

Admiral Moss. That far behind the schedule that we had compiled 
18 months ago. 

Senator Moopy. Now, was that schedule increased at any time? 

Admiral Moss. Oh, yes, sir. That schedule is due to build up rap- 
idly and hit the peak along about the middle or early fall of 1953. 

Senator Moopy. I understand that, but there has been some ques- 
tion, as you know, about the goals of production and where the pro- 
gram has stood. 

At one time one official said that production was up to schedule, but 
it was later found that the schedule had been sharply cut down, and 
he was saying that the program was actually way behind schedule but 
that the schedule had been revised for the purpose of bringing the 
program up to date. 

Admiral Moss. Well, that was done. 

Senator Moopy. I am wondering how that affected the deliveries in 
the Navy. Was there revision backward in the Navy’s schedules? 
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Admiral Moss. In some items—not a general revision across the 
board. 

Senator Moopy. When you say the Navy is 10 or 15 percent behind, 
behind what—a revised schedule ? 

Admiral Moss. I will put it this way, sir: The first aircraft sched- 
ule that was approved by the Munitions Board was referred to as the 
A-15 schedule. 

Senator Moopy. Was that schedule at any time increased so your 
total was greater? 

Admiral Moss. No, sir. 

Senator Moony. Has it now been decreased ? 

Admiral Moss. It has been decreased, and that is coming out now 
with what is going to be called the A-16 schedule. 

Senator Moopy. That has now been decreased in this revision pro- 
gram in the budget ¢ 

Admiral Moss. Yes, sir. 

Senator Moopy. When you say you are 10 or 15 percent behind, you 
mean behind the original schedule ¢ 

Admiral Moss. Behind the A-15 schedule. 

Senator Moopy. I see. Are present programs being delayed by 
machine-tool shortage ¢ 

Admiral Moss. Not generally. There are certain critical areas in 
which lack of machine tools is causing delays. It is causing people 
to make things in a different manner than they would make them if 
they had the right kind of tools. It is causing people to improvise 
substitute tools, and so forth. 

One of the reasons for this machine-tool shortage is that nobody 
knew, neither the services nor even the manufacturers, what kind of 
tools were going to be required for these new types of airplanes and 
engines, or in what quantity they were going to be required. 

There is a greater difference today between present airplanes and 
World War II airplanes than there was between World War IT air- 
planes and World War Lairplanes. “Rosy the Riveter,” in World War 
II, performed a very essential and important function in putting 
airplanes together. She can’t do that today because of the change in 
the type of metals that are being used. 

For instance, the wing frame was made, and a riveter came along 
and by hand bent a sheet of duralumin over it and riveted it down. 
Today the wing skins on—well, we will take an ordinary jet fighter 
for instance. The skin varies in thickness from, we will say, about 
five-eighths of an inch ft the root end of the wing and tapers down 
to, say, about three-sixteenths at the tip end, and is also tapered in the 
other dimension from the leading edge to the trailing edge. Such a 
metal-cutting and machining operation takes an entirely new family 
of tools. They are known as skin mills. 

Senator Moopy. Skin mills? 

Admiral Moss. Skin mills; yes, sir. 

There are other new tools that industry has designed and developed 
not only for making airplane parts but also for making engine parts. 
They are the same basic metal-cutting operations, but they are ar- 
ranged in an entirely different way. 

Senator Moopy. I think it is a very interesting comparison between 
the present airplanes and those of World War II as compared to 
World War II airplanes and those of World War I. 
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A rather similar comparison was made, even more dramatic, I 
think, the other day by Tom Finletter, the Secretary of the Air Force, 
who said he thought that the advance in weapons since the end of 
World War II, speaking of weapons generally—ammunitions, air- 
planes, and everything—had been greater than all the advance in 
weapons from the time of the invention of gunpowder to the end of 
World War II. 

Do you in general agree with that ? 

Admiral Moss. Yes, sir; I do. We have some things coming up 
that are in a state of being perfected now, some of them actually in 
operation, which make even me, who has spent my life at this business, 
have my eyes pop out of my head almost. 

Senator Moopy. What sort of thing, without going into military 
secrets? 

Admiral Moss. In the general field of guided missiles. 

Senator Moony. Guided missiles that practically go and look for the 
target. Can you without unclassifying something here in public give 
us a general idea of the advance in guided missiles? Would you like 
to comment on to what extent the potential enemy may have missiles 
of similar nature? 

Admiral Moss. So far as IT know—and I sit in on a good many of 
the top-secret briefings—I have heard no reports of the enemy using 
guided missiles. 

Senator Moopy. Would it be a violation of security 

Admiral Moss. In the Korean area. Now, what information our 
people have on what they are doing in other fields I am not familiar 
with. 

Senator Moony. You mean fields other than Korea ? 

Admiral Moss. Other fields than Korea, in development work and 
radar screens around big cities and that sort of stuff. I do not know 
anything about it. 

Senator Moopy. At least, if you do, you are not commenting this 
morning: is that correct ? 

Admiral Moss. Frankly, I do not know all I would like to about it. 
T just do not have time to get on all this stuff. 

Senator Moony. I can see that. 

As a matter of fact, this advance in defensive warfare against the 
attack of air has advanced greatly in the last couple of years, has it 
not ? 

Admiral Moss. Oh, ves, sir: it has. 

Senator Moony. In this particular area aré machine tools holding 
up production, Admiral Moss? 

Admiral Moss. Not generally, as I said before. In some critical 
areas they are. As I have said before, the manufacturers have had to 
use other tools than the ones they wanted because they could not get 
them, which makes a delay in finishing the product. Of course, we 
have not vet gotten into large-volume production of some of our 
newer equipment, like the F3H, for instance, the new McDonnell 
fighter, which we have pinned a great deal of hope on. 

Senator Moony. Are machine tools holding them up on that? 

Admiral Moss. Not yet. Weare hoping that the machine tools are 
going to phase into that production schedule. At the present time we 
have only two prototypes on that. 

Senator Moopy. The F3H—what kind of a fighter is that? 
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Admiral Moss. That is a McDonnell fighter. It is a general- 
purpose fighter, successor to the Grumman F9F series, with a much 
higher speed, better general performance. 

‘Senator Moopy. I remember I saw one of the first Grumman F6F’s, 
and that was supposed to be a remarkable airplane of its time. 

Admiral Moss. It was in its day. 

Senator Moopy. We have gone a long way from that. 

Admiral Moss. To show you, the frightening thing about this is not 
progress but the acceleration of progress. What you used to allow 
yourself 4 or 5 years to do, you are now trying to do in a year and a 
half or2 years. The same thing is true in the engine field. 

Senator Moopy. What are some of the tools you had to substitute 
for? 

Admiral Moss. The one I mentioned is skin mills. That is done on 
whatever kind of machinery the manufacturer happens to have to do 
it with. It takes much longer, and it does not turn out as good a job. 

Another piece of equipment that is also in the new family of tools 
is a spar mill, which mills out the spars on which a wing is built up. 

Another member of the new family of tools is a Hufford stretch 
press, in which they take a sheet of metal like this | indicating] and 
by hydraulic pressure draw it across a die or a form and make very 
irregular shapes for aerodynamic reasons, which, if they have to be 
done by hand, take a tremendous length of time to do. 

In the engine-manufacturing field there is what is known as the 
T lathe, which has the work set up in a great big chuck at right angles 
to the axis of the cutting tools instead of in line with it. Those ma- 
chines are used for turning down the large sections of the jet engine 
proper, which are cast and have to be machined. And then you find 
any number of smaller new machines. 

Senator Moopy. Who makes the skin mills and spar mills ¢ 

Admiral Moss. Well, there are several companies that make them. 
I am going to ask Captain Lacey to name some of them. 

Captain Lacey. I have not got the names. 

Admiral Moss. Giddings & Lewis is one of them. Hufford makes 
the stretch press. 

Senator Moopy. What I would like to find out, Admiral, if pos- 
sible, is what critical programs are being held back by machine-tool 
shortages, and how can we step up production of those tools in order 
to step up production of your programs / 

Admiral Moss. Well, sir, to specifically answer your question, the 
one that we have the greatest concern about is the production of the 
J—40 engine. 

Senator Moopy. J—40? 

Admiral Moss. J—40; yes, sir. 

Senator Moopy. Not the J-47? 

Admiral Moss. No, sir; not the 47; the J-40 engine by Westing- 
house in their Kansas City plant. 

We expect and hope to get them into production of that engineer 
early next year. At the present time they are producing limited num- 
bers of the same engine in lower powers from their South Philadel- 
phia plant. 

Senator Moopy. What is that engine to be used for, Admiral ¢ 
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Admiral Moss. That engine is to go into new airplanes. It is go- 
ing to be required in large numbers. 

Senator Moony. All fighter planes, are they ? 

Admiral Moss. No, sir; one is an attack plane. 

Senator Moopy. By the w ay, you have described this missile. Do 
you find difficulty getting production on that because of machine- 
tool difficulty ? 

Admiral Moss. No, sir; that is not yet ready to go into large-volume 
production. 

Senator Moopy. The Navy has charge of the guided-missile pro- 
gram in general, does it? 

Admiral Moss. Well, sir, the Army and the Air Force also have 
their own. 

Senator Moopy. Have different ones? 

Admiral Moss. Have different programs. They have different 
guided missiles that they pin their hopes on, like the Air Force with 
the Matador. 

Senator Moopy. Why should there be three different guided mis- 
siles, one in each Department ? 

Admiral Moss. In a way it isa good thing to approach a brand-new 
problem like that from two or three different angles. 

Senator Moopy. Yes; it is. I can see that. 

Parenthetically, 1 would like to ask you a question, Admiral, which 
I asked yesterday of Mr. Gilpatric of the Air Force. Let me put it in 
Air Force terms, if that is not heresy to the Navy. 

The procurement program for aircraft and related items for the 
Air Force in this coming budget, the 1953 budget, is about $11 billion. 
Now, of that, $314 billion is for procurement that is not even scheduled 
during the fiscal year. There is absolutely no chance of the money 
being spent during the fiscal year, and yet that $314 billion is in the 
budget and is treated as part of the fiscal picture for the coming year 
and is taken into consideration when one talks about deficits or new 
taxes or lack of new taxes and so on. 

Mr. Gilpatric testified, in response to my questions, that if the Con- 
gress would provide the Air Force with authority to give adequate lead 
time to the manufacturers, so that they knew they were not going to 
be shut off at the end of the fiscal year, that as far as he was concerned 
he could see no reason why the appropriation, if I understood his 
testimony correctly, should not be reduced by that amount. 

Now, all of us up here on the Hill are very concerned, of course, 
about the high totals of spending that are made necessary under this 
program. I think that there is going to be a substantial cut in the 
military budget, and we should make any cut that we possibly can 
that does not cut into the actual bone and muscle of the business of 
making ourselves strong in order to prevent a war. 

It strikes me that here is a peculiarly vulnerable part of the budget 
where in one service out of the three you have $314 billion which is in 
the budget merely for lead-time purposes and is not under any condi- 
tions going to be spent during the fiscal year. 

Now, my question to you is: Can you give me a figure for the Navy 
of that type of appropriation? And I w vould like to ask also whether, 
if the Navy had authority to let contracts for proper lead time and 








MACHINE-TOOL SHORTAGES 215 


proper tooling up of the plants, you could not operate just as well on 
a budget which provided for the money that you are actually going to 
spend during the year instead of getting all this money stacked up 
in advance and giving a distorted picture to the country. Because 
if you make the budget look so high it must be cut, and if it is not cut 
in some such we ay as this, and if. any waste there is not eliminated, 
then you are going to have your cuts hitting in the places where you 
are going to hurt the program. Do you follow me? 

Admiral Moss. Yes, sir; I think I do, Mr. Chairman. 

This business of appropriations being spent over a couple of years 
and the question of pricing, the question of lead time, and a lot of 
other factors all work in together to make a very complicated picture. 

Senator Moopy. That is very true. 

Admiral Moss. One thing that is ple guing the Bureau of Aeronau- 
tics right now—we know that we have certain contrac ts, for instance, 
for certain airplanes. We will take the AD series, for instance. We 
know that we are going to order additional AD airplanes out of money 
that is appropriated in the 1953 budget; but we also know—even 
though Douglas is in production on the AD series—that, unless he 
gets his order for a continuing contract on a model he is already build- 
ing 23 months before we want deliveries on the additional numbers, his 
schedule is going to slip. 

Senator Moopy. I understand that. But do you have to have the 
money ¢ 

Admiral Moss. Yes, sir; I think we do, because if we are going to 
get X number of airplanes we are going to have to pay for them. 

Senator Moopy. You are not going to have to pay for some of them 
in this coming fiscal year; are you? 

Admiral Moss. Not all of them, because our appropriations run over 
from one year to the other on these long-time contracts. But if we 
make partial payments, which in effect that would be, and then the 
schedule is cut back or revised, we lose an awful lot of money on paying 
severance costs. 

Senator Moopy. Well, I do not mean that the Defense Department 
would not be buying the airplanes on schedule, nor do I mean that you 
would not be able to give them authority to contract for delivery. But 
[ cannot see why it is necessary for the Congress to actually appropri- 
ate money now that is not going to be spent in some cases, Mr. Gil- 
patric testified, until 1955 or 1956. 

Now, my warning to you, you see, is that if cuts cannot be made in 
that area you may find cuts made in other areas that will really hurt 
you. 

Lam wondering whether an analysis should not be presented by the 
Navy and the Air Force and the Army at least giving Congress a pic- 
ture on what the actual payments will be during the fiscal vear. Be- 

cause I assure you the budget is going to be cut. I should like to see a 
reduction made but made in a w ay that won't damage your program. 

Admiral Moss. Well, sir, that is an old question that has come up 
from time to time even in peacetime years as well as the troubled 
times, and it has been given an awful lot of study and an awful lot of 
serious and honest thought, and it has always been the policy of the 
Bureau of Aeronautics not to go in for partial financing. The Appro- 
priations Committees of both the House and the Senate have backed us 
up on that poliey and principle. 
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Senator Moopy. How much is your procurement budget ? 

Admiral Moss. For new aircraft ¢ 

Senator Moopy. New aircraft and related items. 

Admiral Moss. For the fiscal year 1952 it was approximately 3.8 
billion. 

Senator Moopy. 3.8 billion for 1952. How much is it in the coming 
budget ? 

Admiral Moss. As it is set up now, it is 3.2. 

Senator Moopy. 3.2. How much of that is for aircraft? 

Admiral Moss. That is the “Aircraft and related equipment” pro- 
gram. 

Senator Moopy. Now, how much of that 3.2 do you figure will be 
spent during the fiscal year 1953 ¢ 

Admiral Moss. Well, sir, it will actually all be obligated. 

Senator Moopy. Yes; I understand about the obligations. 

Admiral Moss. In firm orders. Now, some of the contracts will 
probably stretch out into 1954 and 1955. 

Senator Moopy. Well, what proportion of the money that you are 
asking, 3.2, will not be spent during the fiscal year / 

Admiral Moss. This would just be a guess on my part : Somewhere 
between 25 and 30 percent. 

Senator Moopy. Now let me ask you this question—and this is very 
important, I think, from the standpoint of where your program is 
going to end up: 

Would you rather have a 25-percent cut in your budget that would 
take out 25 percent of your cane’ in production, or would you rather 
have a 25-percent cut in your budget which would permit your produc- 
tion to go ahead but would take out that portion of the obligation 
which would not have to be met until the end of the coming fise: al year / 

Admiral Moss. In either case—— 

Senator Moopy. Which may be your real alternative a few weeks 
from now. 

Admiral Moss. It may be. In either case the production schedule 
would be slipped back the same amount. 

Senator Moopy. Why ? 

Admiral Moss. Well, sir, in the case of a 25-percent cut in the bud- 
get, youl could not make a contract for as high a delivery rate. Then 
you would have to wait until the subsequent appropriation before you 
could order in that additional number of airplanes. 

Senator Moopy. If the Congress gave you authority to contract 
according to a given schedule but appropriated only what was going 
to have to be paid for during this coming year, why could not you 
let the schedule that you planned ¢ 

Admiral Moss. Well, sir, the question of contract authorization, 
so far as I know, has not been applied to the purchase of airplanes. 
It has been applied to public-works projects. 

Senator Moopy. I know it. That is just what I am talking about. 

Admiral Moss. Well, I would prefer not to make a commitment at 
this time without going further into the implications and some of the 

ramifications that are involved there, but I know there are numerous 
ones, and I have mentioned just a few of them. 

Senator Moopy. I am not trying to make you commit yourself, Ad- 
miral; I am trying to get what your thinking is. 
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Admiral Moss. I understand that, Mr. Chairman, but I do know that 
the Bureau of Aeronautics has shied away from this partial-payment 
thing because of these ramifications which I am not prepared to 
enumerate in detail now. 

Senator Moopy. It would seem to me, in view of the fact that the 
Congress is disturbed about the high total of the military budget— 
and with good reason—and also in the light of the fact it is obviously 
going to reduce our period of vulnerability if we get our production 
up as rapidly as we can—— 

Admiral Moss. That is correct. 

Senator Moopy. It seems to me that we ought to make the very best 
use possible of the appropriations that are made by Congress, and we 
should not have part of those appropriations soaked up in statistics 
and bookkeeping that actually are not going to be facts for a couple of 
years. ‘That is my point. I would appreciate your taking a look at 
that, Admiral. 

Admiral Moss. I will. 

Senator Moopy. I may be wrong about it, but I feel that is one way 
that Congress might be able to cut the budget without cutting your 
A3D’s and so forth. 

Mr. Noone. Admiral, you have spoken about the delay in certain 
critical Navy programs because of machine-tool shortages, and you 
have mentioned the J—40 engine project at the Westinghouse plant in 
Kansas City. 

Admiral Moss. Yes, sir. 

Mr. Noonr. Has the Navy undertaken any steps to expedite the 
furnishing of machine tools to the contractors on these critical 
projects? 

Admiral Moss. Oh, yes, sir. ‘The total number of pieces of machine 
tools that is going to be necessary to run that J-40 line at Westinghouse 
Kansas City plant runs around 3,800. The Westinghouse people al- 
ready have about 2,000 and there are 1,800 additional tools required, 
400 of which are critical, about 400. 

Now, it is the function of the NPA to take the requests for ma- 
chine tools identified as critical items—the J—40 is a “brickbat” item— 
and place that alongside and screen it with requests from the other 
services for items of similar short supply and make allocations of 
those machine tools to pick the schedule up on time. 

Mr. Noone. You say that they lack about 1,800 of the machine 
tools they need to get into production on that project / 

Admiral Moss. Yes, sir, about 400 of which are critical. 

Mr. Noone. By “critical,” do you mean— 

Admiral Moss. They cannot make engines if they do not get the 
tools. 

Mr. Noone. Do you know what their success has been in getting 
definite delivery dates on those critical tools? 

Admiral Moss. We are all very hopeful. NPA has finally gotten 
their system set up, and now it behooves us all to stick to the system 
and give it a chance to work for a while to see if it is going to meet 
our critical needs. 

Senator Moopy. Admiral Moss, getting back to the budget again for 
a moment, I understand that you have taken the direction in seeking 
out a number of economy measures which the Navy has instituted in its 
procurement procedure. 
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Admiral Moss. Yes, sir. 

Senator Moopy. It may interest you to know that the same gentle- 
man I was speaking to you about a few moments ago from the Air 
Force, Tom Finletter, was boasting to me about what you had done 
in the Navy, which I thought was a very good sign from the standpoint 
of unification. 

Admiral Moss. Thank you very much. 

Senator Moony. You had a report along that line, did you not? 
Did you not have a statistical report drawn up showing some examples 
of how you had economized 

Admiral Moss. Well, there have been various memoranda circu- 
lated within the Navy Department, and we are continually searching 
for ways to find methods to effect economies, and whenever a new sys- 
tem or a new idea is generated we see that it gets a pretty good circula- 
tion through the Navy Department and other departments in the de- 
fense organizaion for their possible use also. 

Senator Moony. Can you give the committee some of your own ideas 
as to what should be done and what has been done? 

Admiral Moss. Well, sir, as I mentioned a moment ago, we are 

always looking for some way of either making an immediate saving 
or setting up a system which we think is going to effect a saving in 
the future. or a system whereby we can get cost comparisons, which is 
a big field in effecting savings—if we can find out how much it costs 
one fellow to make something and then find out how much it costs the 
other fellow to make the same thing. Of course, we are always review 
ing our list of Government-furnished equipment that go to both engine 
manufacturers and airplane manufacturers, and compare that to 
the manufacturers’ contract-furnished list of equipment to see if we 
cannot take out of the contract list contractor-furnished equipment and 
put it into the Government-furnished list of equipment, which will 
not apply to one contractor’s product but all the other contractors’ 
products, so that we can buy them in very much larger numbers and 
thereby reduce the price. 

Senator Moony. Have you oe ited the savings that you feel have 
been made on the purchases? I do not mean elimination of purchases, 
cuts of that nature. I mean, Do you have any estimate of what the 
Navy has done to save money without reducing the strength of what 
you acquire? 

Admiral Moss. You mean the dollar value of the savings? 

Senator Moopy. Yes. 

Admiral Moss. Well, Mr. Chairman, it is a little early in our build 
up here to even make a good educated estimate on that. 

Senator Moopy. I understand that. I thought you might have 
one. 

Admiral Moss. Any figure that I quoted on that—I wouldn’t even 
try to hazard a guess on that. 

But some of the things that we are trying to do: We are trying to 
bring in second sources of manufacture on proprietary items. We 
found in our limited experience in the electronics field that has already 
paid off, because it introduces the element of competition. 

In the past year, and particularly in the past few months, we find 
electronics manufacturers who are making the same type of equip 
ment are beginning to call each other unpleasant names, which is x 
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healthy thing, both in the quality of the product and the price of the 
product. 

We have applied that same principle to some very proprietary items. 
One I recall particularly was a gun-charging valve that we used in the 
F9F series airplanes. Way back early Yast summer we had about 60 
airplanes on Grumman Field up there that he couldn’t deliver because 
it didn’t have this gun-charging valve in it, and the gun-charging 
valve was made by —I won't mention the name. 

Senator Moovy. Why not? 

Admiral Moss. Walter Kidde. He makes all kinds of gas transfer 
equipment and hydraulic equipment. ‘This is a piece of hydraulic 
equipment. 

Senator Moopy. Where is his plant? 

Admiral Moss. Up in Newark, N.J., believe. And we put enough 
pressure on Walter Kidde Co. to license another company on the west 
coast, Whose name escapes my memory at the moment, but as soon as 
this fellow on the west coast started producing gun-charging valves 
we found that Walter Kidde was on schedule, his number of re jects 
had greatly decreased, and he was beginning to be a “good boy.’ 

Senator Moovy. That sounds like a pretty good argument for the 
competitive system. 

Admiral Moss. It is. Now, all through this whole pattern of pro- 
duction you can see the same things happen. 

Senator Moopy. I am glad to see you are doing it. I remember dur- 
ing the Second World War there was a fellow named Henr y Kaiser, 
and Donald Nelson was hav ing trouble, and I think the same was true 
of some of the procurement officers of the services, and he would call 
in the gentlemen who were saying it was impossible to do this and th: ut, 
and Nelson would say, “All right; I will get Henry Kaiser to do it. 
And in some cases the mere mention of his name had an electric effect. 
Production really was stepped up. 

Admiral Moss. The same element enters into this article that Mr. 
Pearson had in the paper this morning. 

Senator Moopy. Right. 

Admiral Moss. We are trying the same thing on a little different and 
a much larger scale. 

For instance, in the North American Columbus plant—that is a 
Navy cognizance plant—in that plant North American is going to 
build the F-86 Saber and the FJ—2 Navy shipboard fighter, which two 
planes are very similar in dimensions and per a ance. As a matter 
of fact, the principal difference is that the Navy FJ-2 fighter is a 
shipboard configured plane. 

Senator Moopy. Folding wing? 

Admiral Moss. Folding wing. It has a fuselage that is built to 
stand catapult launchings and arrested landings, and all the other 
things that you have to have in a shipboard fighter. 

Senator Moony. By the way, are you having any trouble with the 
terrific new speeds that these jet airplanes are now achieving’ Are 
you having trouble with the extra equipment you have to have for ship- 
board planes? I suppose it does increase the cost; does it? Do you 
have any difficulty in getting the performance of very high speeds 
when you have to have, for ex: ‘ample, a folding wing on an airplane? 
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Admiral Moss. No, sir. Really, the penalty you pay is weight 
penalty and cost penalty, of course. I mean all things like this can 1 be 
reduced to dollars per pound. 

Senator Moopy. Weight is important in performance; is it not? 

Admiral Moss. It is very important in performance, but we have 
so far been able to keep similar types on a similar level of performance. 

Some of the things that you have to do to a shipboard fighter, 
though, are not generally understood by the layman. The general 
consensus is you hang a hook on it so it can catch in the wires, and 
that is it. 

If I may, I would like to give you a little example which I think 
is quite spectacular in the difference between a plane that lands in a 
gear on board ship and one that hands on a runway. 

Senator Moony. I wish you would. 

Admiral Moss. A Navy fighter, when it is shot off the catapult gets 
an acceleration of about 21% G’s. 

Senator Moopy. You had better explain that for the record. 

Admiral Moss. G is a value of gravity. In other words, if a 200- 
po und pilot is sitting in the seat and the catapult accelerates him at 

, G’s he gets a pressure on his back of 500 pounds, and the rest of 
structure the same, except for this: The accelerometer in the cock- 
pit will show 214 G’s, but the accelerometer located in the wing tips 
runs to 12 G. That means that the whole wing structure has to be 
different to withstand that whip, and the same structural problems 
are also part of the landing characteristics that have to be built into 
the airplane, 

Senator Moopy. How many G’s would you have for a fighter taking 
off from a runway ? 

Admiral Moss. Less than half a G. Acceleration is very gentle 
in taking off in a passenger plane, a transport. It is not very much 
more in a military plane. You get a little bit more of a push, but I 
would say less than half a G. 

Senator Moopy. And how many G’s on the pilot in the Navy plane? 

Admiral Moss. 214 G’s on a catapult, and in the wing tips the ac- 
celerometer reads up to 12. That combined with the localized shocks 
you get—you have to have heavier landing gear to take your vertical 
accelerations. and the hook mechanism is a very complicated thing. 
The wires that we are using now to arrest some of the larger planes 
run an inch and seven-eighths in diameter. And all those things have 
to be built into the airplane so that you can take a Navy plane along- 
side of an Air Force plane and thev look exactly the same from the 
outside but you have got all these other things under the skin. 

With these two parallel lines we are setting up at North American 
in Columbus, Ohio, we hope to get some cost comparisons on that, 
even though the two planes are that much different. We know about 
how much this carrier configuration should cost. We are doing the 
same thing right now at the McDonnell plant in St. Louis. Along- 
side of our F3H line the Air Force is going to set up an F101 line. 

We are now negotiating with the Air Force to set up parallel lines 
of the A3D and the Air Force version of that same plane which they 
are going to call the B-66. 

Another ec onomy measure that we are instituting is that we are 
making airplane manufacturers—and we are also going to get into the 
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engine field—license their airplanes to another manufacturer to make. 
For instance, the McDonnell F3H is being considered for licensing to 
the Texas Engineering & Manufacturing Co. at Dallas, Tex., to make 
the whole complete airplane. In that way we will have two different 
companies making the same product, and in the other case we are 
going to have the same company making two airplanes that are 
about the same for cost comparison reasons. 

Senator Moopy. Well, Admiral, do you find that the T lathes which 
you mentioned were in short sup ply ‘have been as effective in doing 
their job as the Bullard Cut-masters? 

Admiral Moss. I am not. familiar with the Bullard Cut-Master. 

Do you know, Captain? 

Captain Lacey. 1 was not aware there was any shortage in the 
lathes. I believe they had used the T-lathes to eliminate the shortage 
in the Bullard Cut-Masters. 

Senator Moony. That is right; but a few minutes ago [ believe the 
admiral testified that one of the critical shortages was the shortage 
of the T lathes. 

Captain Lacey. I did not understand it that way. I understood 
the admiral to say they were using them as a substitute measure in 
lieu of using more expe nsive tools. 

Senator Moopy. That is what I understood the fact to be, as you 
have stated it. I wanted to bring that point out. 

1 would like to know whether the T lathes are doing as good a job 
as the Bullards would do if you had the Bullards. 

Captain Lacry. | have been so informed; yes, sir. 

Senator Moopy. You have been so informed ? 

Captain Lacry. Yes, sir. 

Senator Moopy. There seems to be some difference of opinion on 
that. Are you conscious of that difference of opinion ! 

Captain Lacry. No, sir, 

Senator Moopy. May I ask you who informed you on this? 

Captain Lacey. Swan Bergstrom. 

Senator Moopy. Swan Bergstrom ? 

Captain Lacey. Yes: over at NPA. 

Senator Moopy. Mr. Bergstrom told you that the lathes were just 
as good as the Bullards: is that right? 

Captain Lacey. They were doing a very satisfactory job; yes, sir. 

Senator Moopy. We have just been talking oo licensing other 
people to make airplanes that have been made by a single manu- 
facturer. 

Admiral Moss. That is right. 

Senator Moopy. There was a contract signed in September, which 
had taken several months to negotiate, between Fisher Body and 
Bullard to make these Cut-Masters, which were in short supply, and 
then there were subsequent developments which for some reason led 
the authorities to cancel this Fisher contract. which was going to 
bring a great many more Bullards into production. 

I have not quite made up my mind as to whether that was a safe 
move or not, to cancel that contract. Do you have any opinion on 
that, Admiral ¢ 

Admiral Moss. No, sir: about these new automatic ee . while 
the older ones that they replace and sueceed do a good J job, the \ do 
not do them as fast as some of this new equipment will do. 
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Senator Moopy. That is right. 

Admiral Moss. And time is an important element in the cost when 
these mechanics and master machinists and so forth get so much 
money, get so much an hour on them, and by having a machine that 
will do it twice as fast you only need half as many machines. 

Senator Moopy. You have stated the situation as I have understood 
it. While I cannot say the committee at this point is lefinitely criti- 
cal of the action of canceling their contract, I certainly question it, 
because of the factors that you have mentioned and others. 

The Fisher tool shop was about to go into production on these 
machines that had been listed as a high-priority need, and suddenly 
the contract which had taken so long to negotiate, and about which 
there had been some reluctance, I believe, to enter, was canceled. One 
of the things we are inquiring into in this mac hine-tool field is wheth- 
er that was a wise decision or whether it was not, and if it was not, 
what are the reasons for it. 

Mr. Noone would like to ask a question at that point. 

Mr. Noone. Admiral. the Bullard contract which the chairman has 
mentioned was undertaken principally at the urging of the Air Force. 
Has the Navy Bureau of Aeronautics undert: aken any pool contracts 
for machine tools? 

Admiral Moss. No, sir: we have not. The way our machine-tool 
processing goes is like this: Let’s go back to Westinghouse, Kansas 
City, for instance. The contractors submits a list of machine tools 
that he is going to need to perform his J-40 contract and set up a 
J—40 production line at a certain rate. Then that list is reviewed by 
the machine-tool people in the Bureau of Aeronautics. It is in this 
case certified as being a brickbat item. Maybe some changes are made. 
Our people may pick out certain items of equipment that they have 
found in the Bureau of Aeronautics’ machine-tool reserve—which, 
incidentally, is about wiped out now—and then the papers are sent 
over to the National Production Administration who give each item 
‘l en certification. Then the papers come back to the Bureau 

Aeronautics, the Bureau of Aeronautics lets a contract with West- 
inghouse to buy the tools, and Westinghouse takes its certifications 
from NPA and goes to the machine-tool manufacturer and places his 
order and his priority is on the certification. That is roughly the 
way the thing works. 

Mr. Noone. In other words, the major responsibility for getting 
the machine tools to the contractors rests with NPA. 

Admiral Moss. That is correct ; yes, sir. 

Senator Moopy. May I ask Mr. Linse a question? You are pur- 
chasing agent of machine too!s for the Navy, are you not ? 

Mr. Linsr. Not quite the purchasing agent. We are very much 
like the DPC, Senator, during the last war, in that we turn the money 
over to the prime contractor himself and he acts as the purchasing 
agent. We sort of act as watchdog over the prime contractor. 

Senator Moopy. I would like to have vou tell me, Mr. Linse, what 

tools have been critical and what tools have been holding up Navy 
produce tion, if any. 

Mr. Lrvsr. In generalities, again, it is primarily the general- 
purpose tools that have been short, that everybody is short of. It is 
quite a long story, and you have to go back before Korea. 
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Senator Moopy. What do you mean by general-purpose tools? 

Mr. Linse. Milling machines, lathes, turret lathes, jig mills, vertical 
boring sendilioga which include the Bullard machines, and similar 
type of machines. 

Senator Moopy. Those are still short, are t hey hot ¢ 

Mr. Linse. Yes; but there is a reason for it. Just a few months, 
§ months, before Korea, the machine-tool industry generally was 
down, working about 3 days a week. They have had to go through 
this same build-up period that we have had to go through in getting 
our end product out, the airplanes, all of which takes time. 

They have had to hire people, again train people, expand their own 
plants, and they are now to the point where we think all of their steps 
have been taken and are working successfully. 

There will still be a shortage of machine tools for perhaps another 
6 months to a year. But at that time the total requirements drop 
off almost completely. We will have everything tooled to the pro- 
curement levels we are talking about, and if we put more people 
liiensee machine-tool builders—into the business, licensing them as 
you mention, it brings that point above that much quicker and is 
very, very expensive, double the cost actually. 

Senator Moopy. How about the production acceleration insurance 
program? Is there not also under way a tooling of so-called parallel 
plants which are to be in existence in case the bell suddenly rings ¢ 

Mr. Linser. Yes, sir. 

Senator Moopy. Are not those in addition to the tools needed now 
for immediate production ¢ 

Mr. Lanse. oy sir. Those requirements, of course, are not as 
immediate as our present procurement requirements are. 

Senator Moony. Of course they are not, but they are a necessary 
and integral part of the program, are they not ¢ 

Mr. Linsg. Yes. 

Senator Mocpy. When you say the tool shortage is going to come 
to an end in roughly a year, do you include that insurance program, 
the orders for that ¢ 

Mr. Linsr. No, sir. What I meant by that is that the level of pro- 
curement will then taper off to where the machine-tool industry can 
supply in a normal period of time. That is 6 months’ delivery. It 
usually takes 6 months to get a machine tool from the time it is ordered 
even in een 

Senator Mocpy. Let me get clear on your point as to with what 
speed you will get these stand-by plants tooled. 

Mr. Lixse. The programs for the standby plant tools extend all the 
way through 1953 and 1954. Our immediate requirements for machine 
tools are the existing plants in production, plus the immediate licensees 
that are being set up, the ones that the admiral mentioned, are the 
critical tools. 

With the insurance plants we can take a longer time, and actually 
we are retooling in a good many cases, reprocessing by putting these 
competitors into operation, such as the automobile manufacturers 
making engines. They actually are reprocessing the engine and using 
different type tools than the original manufacturers did to get more 
mass volume out. That takes a certain period of time for engineering. 

Senator Moopy. In other words, the automobile manufacturers do 
a more efficient job than the original contractors; is that right 4 
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Mr. Linsr. They are at a different level of production and it is a 
different problem. It is a much higher volume production than the 
original production level with the original builder 

Senator Moopy. It is the same engine but he has the opportunity 
of applying mass produe tion methods, is that correct ? 

Mr. Lanse. Yes, sir. 

Senator Mcopy. Is not this whole thing based on a calculated gamble 
as to when there is the greatest danger of this bell ringing ‘ 

Mr. Linsr. Yes, sir. 

nator Moopy. Of course the answer to that is quite obvious. 

If there were going to be a war—this gets into policy, perhaps—but 
would it not be more likely to take place before we would be set than 
aiterward / 

Mr. Lixsr. Perhaps, yes, sir. 

Senator Moopy. Perhaps I had better not question you on this point. 

Mr. Noone. Mr. Linse, do you feel that everything that should be 
clone is being done by the industry to meet the need for m: achine tools? 

Mr. Linsr. Ye 3, sir, in the machine tool industr ynow. It took quite 
i while to get it going z through the various Government agencies bei ing 
set up, such as N. P. A., to get a system operating, to have them place 
pool orders as they ave. That system is now working, and the dis- 
‘bution system is being established, as the admiral mentioned, and 
beginning to work. We think within a period of just a very few 
months it will work successfully. 

Mr. Noonr. Were you in the machine-tool industry before you were 
associated with the Navy f 

Mr. Linsr. Yes. sir, before the war. 

Mr. Noonr. Admiral Moss, vou spoke a while ago about the need 

spar m lls for the production of w ing spars for airplanes, 
Admiral Moss. Yes, sit 
Mr. Noonr. We have heard testimony from other witnesses regard- 
ng the giant- press program. The Air Force particularly has men- 
tioned their use of heavy presses. They have one at the W yman-Gor- 
don plant in Massachusetts which they are using largely, as I wnder- 


stand it, to ania wing spars. I was wondering, has the Navy 


Lo! 


tuken advantage of the heavy presses to get wing spars for its air- 
pianes / 
Admiral Moss. Yes. we have. Asa matter of fact, in some of our 
ewer ila and again I mention the F3H—there are a few forg- 


nes in there that are ec ‘ritical items dependent upon specifically that 
Wyman-Gordon press in Worcester, Mass. 

There is anothe1 big press in the Aleoa plant in Cleveland. and then 
some in the plant at Adrian, Mich 

‘Those three big presses not only turn out all of these critical forg- 

gs for the Air Force and Navy airplanes but they also do the work 
on engine forgings. 

It is my opinion that a heavy-press program is a very important 
element in our pre paredness effort. We can see a lot of changes in 
design which would go to making airplanes faster and cheaper. We 

an also see the avenue open ed up to use m: venesium instead of alumi- 

m a lot of cases where if ‘ould 1 : ised if we had the presses of 
capacity to take advantage of the ineapanalliiti V characteristics of 
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Senator Moopy. You have heard, Admiral, in effect, that the com- 
paratively few presses which are available now to do this work ought 
to be supplemented by an accelerated heavy-press program; is that 
correct ¢ 

Admiral Moss. Yes. sit 

Senator Moopy. Do vou feel that the present program is sufficient 
to guarantee the meeting of your production schedules ? 

Admiral Moss. Our present procurement schedules could probably 
be satisfied with the presses now in operation, using the methods that 
are now used if we had time. If we had more presses, we could use 
more efficient methods and, as I said, substituting magnesium in a 
good many cases for aluminum, which would reduce weight, and mag 
nesium—there is an endless supply of magnesium. 

Senator Moopy. Is there a cost factor ? Will It cost less to produ e 
these things with heavy presses / 

Admiral Moss. I would say over a large volume of productioi 
wherever you can do things faster you make them cheaper, prin 
pally because you use less man-hours. 

Senator Moopy. What you are saying, then, is the heavy-press pro 
gram would enable you to make more airplanes more rapidly, bette 
virplanes more cheaply ; is that correct ? 

Admiral Moss. Above a certain minimum number. Whatever that 
number is we do not know. 

Senator Moopy. A pilot model or a few items of anything produced 
would not figure in that sort of ac a ulation. But if you were going 
Into production you would do better with he eavy presses; Is tha 
correct / 

Admiral Moss. Yes, sir; in quantities such as we would produ 
for instance, in the case of mobilization. 

Senator Moopy. I was just going to say, would it not be hig! 
important if we had a sudden all-out mobilization to have these presses 
in being and not on the order books 2 years in advance ¢ 

Admiral Moss. Absolutely. J think that is one ot the most Vila 
elements in our whole preparedness program, our whole retooling 
program. 

Senator Moony. I certainly agree with you. 

Why was there such delay in getting this program under way, 
Admiral? 

Admiral Moss. Mr. Chairman, l don’t know too much about the 
program, except the general number of presses and the fact that it 
is an Air Force-sponsored program. I imagine they ran into the 
same problems that confronted everybody else in the rest of the ma 
chine tool industry : The Congress Was slow in appropl lat nga money 5 
if took quite “al while to decide exactly what kind of presses they 
wanted. At one time a 75,000-ton press was mentioned, but I notice 
7 the latest re port I have seen on it that 50,000 tons is the maximum 

‘apace ity spec ified, 


Senator Mor DY. That 1s right General Wolfe. O} einally head oO! 
the Matériel Command at Wright Field for the Air Force, said that 
had vigorously recommended a T5.000-ton press but it | ic bee} 


curt down to 50,000 tons. 
Are vou sufficiently familiar with this press program to want 
say whether vou fee] the present press program Is adequate 
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Admiral Moss. I would like to put it this way: I think as a starter, 
and international conditions remaining about as they are, it is a good 
start. But as you mentioned a moment ago, Senator, everything 
you do is a calculated risk. Are things going to remain as they are? 
Is our production schedule, current production schedule, suffic ient to 
get us ready to jump into a terrific all- out effort ? 

Senator Moopy. What is your opinion on that? You have just 
asked yourself a good question. 

Admiral Moss. Well, it is sort of like playing roulette: If you put 
your chips on black and up comes black you win; if up comes red, you 


lose. 
Senator Moopy. Do you not think in view of the fact that if the 
red comes up in this case we will all lose ever ything our country stands 


for—because ead can win the next war; even though we do not 
lose it. nobody would win it—it seems to me the sense of urgency 
which exists and the need for going all-out has been watered down 
continuously by various factors—political factors, casualty lists from 
Korea, all these things affecting public sentiment, and also the prob- 
lems that the actual production officials have in getting faster pro- 
duction, and hold-ups such as took place in the machine-tool industry 
and others, also budgetary considerations. 

It seems to me our goals have heen re ad jus ted. It seems our goals 
which were originally caleulated to make the country as strong as 
possible, as soon as senate. and thereby reduce the period when we 
are vulnerable, have all been continually watered down in the light 
of our local prob lems. Perhaps the real question mark has been some- 
what lost sight of at times, In other words, the Reds fooled us on 
the day they got the atomic bomb. They might fool us again. That 
is the thing th: it concerns me. 

Admiral Moss. That is entirely possible. It is characteristic of us 
as a nation to let ourselves be lulled into an attitude of complacency 
too easily. 

Senator Moopy. Thank you very much, gentlemen. Your testimony 
was very helpful and L appreciate it very much. ' 

Admiral Moss. We appreciate having had the opportunity to ap- 
pear before your committee, Mr. Chairman. 

Senator Moony. Did not Admiral Fox have a report on the econ- 
omies that he drew up—pulling together the economies that have been 
achi = by the Navy procurement ? 

Admiral Moss. Yes, sir. As I mentioned before, there have been 
a cuales of such reports made from time to time by the various 
bureau chiefs ' 

Senator Moony. Could you make copies of those reports available 
to the committee? 

Admiral Moss. Yes, sir. 

Senator Moopy. I would like, as a matter of fact. if they are avail- 
able, to have dupli icate copies of each one. I would like to have one 
myself to take it home and study. 

Admiral Moss. Yes, sir. , 

Senator Moopy. Thank you very much. 


aoa 
Phe commit 


ttee will recess until 10 o'clock tomorrow. 


(W hereupon. at 12:05 p. m., the committee recessed, to reconvene 
at 10 a.m. on Wednesday, March 12, 1952.) 
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WEDNESDAY, MARCH 12, 1952 


UNITED States SENATE, 
SUBCOMMITTEE ON MopiuizATION AND PROCUREMENT 
OF THE SeLect CoMMITTER ON SMALL BusINEss, 
Washington. ]), ¢ 

The subcommittee met, pursuant to recess, at 10:15 a. m., in 1 
457, Senate Office Building, Senator Blair Moody (chairman of the 
subcommittee) presiding. 

Present : Senator Moody (chairman of the subcommittee). 

Also present : Charles M. Noone, committee counsel, and William D. 
Amis, investigator. 

Senator Moopy. The committee will be in order. 

Is Maj. Gen. J. K. Christmas here 

General Curisrmas. Yes, sir. 

Senator Moopy. Do you solemnly swear your testimony before this 
committee will be the truth. the whole truth. and nothin 1g but the trut!] 
so help you God? 

General Curistrmas. I do. 

Senator Moopy. Will you also take the oath, please, sir? 

Mr. Cary. I will not testify. 

Senator Moony. You will not testify ? 

Mr. Cary. No, sir. 

Senator Moopy. Is Colonel Bishop with you, General ? 

General Curistmas. Yes, sir: and Mr. Rockwood is here too. 

Senator Moopy. General, as you know, the principal purpose of this 
hearing is to investigate the shortage of machine tools and determine 
how the bottlenecks which may have developed in production as a re- 
sult of machine-tool shortages can be alleviated. 

General Curistmas. Yes, sir. 

Senator Moony. We have had a number of witnesses. You happen 
to be third in this case. We had the Air Force and the Navy and after 
you we are going to have the master mechanics from the various com- 
panies that are having difficulty getting machine tools. We have had 
some of the experts from the Office of Defense Mobilization and others 
in an attempt to find out what, if anything, should be done to expedite 
the procurement of machine tools and to get production faster. 

General, will you state your position in the Army? 

General Curisrmas. Maj. Gen. John K. Christmas, General Staff— 
Chief of Procurement Division of the Logistics Section of the General 
Staff. 
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Senator Moopy. Colonel Bishop and Mr. Rockwood, do you sol 
emnly swear the testimony you give before this committee will be the 
truth, the whole truth, and nothing but the truth so help vou God? 

Colonel Bisnor. I do. 

Mr. Ro« KWoOoD., I do. 


TESTIMONY OF MAJ. GEN. JOHN K. CHRISTMAS, CHIEF, PROCURE- 
MENT DIVISION, G-4, DEPARTMENT OF THE ARMY; COL. H. S. 
BISHOP, JR., CHIEF OF THE PRODUCTION BRANCH, PROCURE- 
MENT DIVISION, G-4 GENERAL STAFF; CHARLES A. ROCKWOOD, 
ACTING CHIEF, EQUIPMENT UNIT, PRODUCTION BRANCH, 
OFFICE OF ASSISTANT CHIEF OF STAFF, G-4; ACCOMPANIED BY 
WILLIAM L. CARY, OFFICE OF THE UNDER SECRETARY OF THE 
ARMY 


Senator Moopy. Give your name, Mr. Rockwood. 

Mr. Rockwoop. Charles A. Rockwood. 

Senator Moopy. And state your position, Mr. Rockwood. 

Mr. Rockwoop. I am Acting Chief of the Equipment Unit of 
the Production Branch, Office of Assistant Chief of Staff. GH. 

Senator Moopy. And Colonel Bishop, state your name and position. 

Colonel Bisnor. Col. H. S. Bishop, Jr., General Staff, Chief of 
the Production Branch, Procurement Division, i744. General Staff. 

Senator Moopy. General Christmas, do you have a statement / 

General CuristMas. I have a very short prepared statement which 
1 would like to read if I may. 

Senator Moopy. I would like to hear it, sir. Do you have copies 
of it / 

General Curisrmas. Yes, sir. This has been very carefully pre- 
pared by me and my staff, sir. 

Senator Moopy. Thank you very much. I am sure it has been. 
From long experience in the newspaper business I find it easier 
to follow a statement if I have it in front of me. 

General Curistmas. This statement, sir, is directed toward the 
letter you addressed to me- is an answer to the letter you addressed 


Senator Moopy: Yes, sir. 
General Curistmas. The problem posed by Senator Moody was: 
1. Whether the Department of the Army has experienced difficulty 
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hecessaryv machine ToOoIs: Just what machine tools are 


deiaving crit vf Ay uv projects. what steps have been taken by the 
Army to obtain necessary machine tools for its contractors: and 
what additional steps cal e taken in order to increase the flow 
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types of tools. Any program such as the present defense program 
requires that the peacetime base of the machine tool industry be 
expanded because modern production is entirely dependent on ma- 
chine tools. Such expansion was delayed until August 27, 1951, at 
which time Office of Price Stabilization Ceiling Price Regulation 
No. 30, Supplementary Regulation 2, was issued. Since then delivery 
schedules have been improved. 

Senator Moopy. General, do you want to state for the record what 
that regulation was? 

General Curisrmas. Well, in a general way, Senator, that regula 
tion stated the prices to be paid for machine tools, sir. 

Senator Moopy. That was the regulation. as I understand it, which 

eased the rather rigid price restrictions on machine tools. 

General Curisrmas. That is right. 

Senator Moopy. And rave flexibility in line with unusual costs 
which were incurred in a rapid expansion; is that right? 

General CurisrMas. Well, there were two aspects to it. . was not 
a party to the drafting of that, but from my knowledge of it, sir, it 
consisted of two parts: The adequate price to a man who was a regu 
lar machine tool builder and also an aspect of the additional price that 
aman who was new to making machine tools would incur if he were to 
make them. That is just a very general paraphrasing of the or- 
der, Senator. 

Senator Moony. Yes; that is right. I just wanted to make it clear, 
because the record ought to show what this regulation did. It was a 
regulation easing price ceilings on machine tools to increase produ 
tion: is that correct / 

General Curistmas. That is right. 

For example, shipments in November 1951 are atti at a SSOO 
million annual rate in finished machines. This, by our ae tick, 
would roughly be 5d}.000 assorted machine tools. I am ack ling to this 
statement. It is not in the text. 

We use an aver ige price for statistical] purposes because these tools 
Vary in price between the very expe nsive and the very Cc he: ap, sir 

Before Korea, annual production was $249,150,000 for calendar an ar 
1949 and $305,550,000 for calendar year 1950. Those data we got 
from trade journals. 

That fact, however, does not make all needed machine tools immed 
ately avatlable: they require time to build and distribute. Due to 
present economy emp! asis, cert iin cancell itions, and other factors. the 
July 952 goal of a $1200 million production rate is believed by 
some to be imperiled. If met, such production will go far to improve 

he delivery situation. 

Senator Moopy. Now, General, that is a ve ry interesting statement. 
You are indicating there that the emphasis OL CCONOMY is FONG to cut 
back the delivery of machine tools ina Way as to hampet the ] ipid 
progress of our mobilization efforts: is that correct ? 

General Curisrmas. Well, I think it is a logical inference, sir. In 
othe words, it is public knowledge now that the programs have been 
telescoped to the right, so to speak, timewise, In many cases, and I 
think that the man making — machine tools “J am no businessm ins 
never have been—he might sa “Well, why vo mtoa lot of expansion 
if the prospect is there won't be any business?” I am giving you an 
inference, sir. I am not in the business. 
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Senator Moopy. Do you feel that that is the situation among some 
of the machine-tool manufacturers ¢ 

General Curisrmas. That is my feeling, sir, but it is from inside 
the “ivory tower” I am giving that feeling, sir. Perhaps Mr. Rock- 
wood, who was a machine-tool man before he came with us, could give 
some better testimony on that. 

Senator Moopy. Mr. Rockwood, do you agree with the general ¢ 

Mr. Rock woop. I think the general’s statement is correct. It is an 

inference, but it is a very natural one in view of the present situation. 

It is impossible, in other words, to expand the machine-tool base and 
at the same time be meticulous about where each machine is going to 
be put immediately to use. That just cannot be done. 

Senator Moony. There was a sense of urgency with regard to the 
program when it was started after the invasion of Korea ? 

Mr. Rockwoop. Yes. 

Senator Moopy Do 1 understand you to say that has been reversed, 
so how er pAriT Is on economy and placing e: ach machine tool as 

t comes off, and if it cannot be placed in advance they do not make it ? 
Is that the idea? 

Mr. Roexwoop. That is not general, perhaps, but im some cases we 
run into it very frequently. 

Senator Moopy. Are you speaking now of the canceled Bullard 
contract, fon example ¢ 

Mr. Rockwoop. It is ane xamp le, but it isa very large example. 

Senator Moopy. It is a very large example ¢ 

Mr. Rock woop. It is a very large example. I think perhaps that I 
am referring—and Lam sure the general was—to smaller cancellations, 
people already in the business on whom we have to depend generally 

Senator Moopy. Do you mean to say that you are canceling con- 
tracts to established machine-tool operators ? 

Mr. Rockxwoon. No, sir; I did not mean that. 

Senator Moopy. What did you mean? 

Mr. Rockwoop. I mean cancellation of firm orders for certain ma- 
chine tools to the builders who have their base expanded. 

Is that not clear? 

Senator Moopy. Well, I think you might make it just a little more 
clear if you can. 

Mr. Rockwoop. Well, for instance, as in World War II, when this 
mergency came up they used the pool order as a vehicle to expand 
he machine-tool business. 

Senator Moopy. Yes, indeed. 

Mr. Rockwoop. On account of the money and other matters entering 
to it. 

Senator Moopy. In other words, the idea was that since you knew 
the general requirements for the Army, Air Force and Navy were 
going to be such that there would be a large number of additional 
machine tools required, you would place orders for machine tools 
to go to the pool and to be distributed later as the specific end use 
developed; is that correct ? 

Mr. Rockxwoop. As to the distribution, that would have to follow 
and keep pace with the emergency, whatever came up. 

Senator Moopy. I see. 

Mr. Rocxwoop. But, generally speaking, I believe the general idea, 
of course, was to expand the well-known machine tool builders so that 
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they were operating at top level instead of having about half a shift, 
having them to put on two shifts. 

Senator Moopy. Yes. 

Mr. Rocxwoop. Which more than doubles their output. 

Senator Moopy. Well what is happening in parallel to that now ? 

Mr. Rocxwoop. In some cases it is perfectly all right, going along 
just that way. In other cases, somebody hears of a mac hine, or rather 
a number of machines for which there are no orders, let’s say, a pool 
order given for 75 machines and firm orders only in for 25 of them. 
In some places there is a certain amount of worry immediately gen 
erated: What is going to happen to those 50 machines 

That is what I mean, and you cannot do both. In other words, you 

‘annot keep that man at a 75 rate when you are worrying about what 
hap pens to 50 of the machines. If they are general purpose machines 

generally speaking, in an emergency they would be used five or six 
times over. If there is no emergency, probably they wouldn't. 

Senator Moopy. Mr. Rockwood, we have not yet had the testimony 
of the master mechanics of some of these produce tion companies that 
are charged with delivering material to the Army and the other two 
services, 

Mr. Rockwoop. Right. 

Senator Moopy. But from what Mr. Noone and the investigators for 
the committee have obtained from them in a preliminary way, I think 
the testimony of General Christmas is very true, to the gener: k effect 
that in some items production is being held back for lack of machine 
tools. 

Mr. Rocxwoop. Oh, I am sure it is. 

Senator Moopy. Well, would not the issue here then boil down to 
the choice between a sense of urgency and increasing the security of 
the country and, as the general put it, present emphasis on economy, 
which is bringing about a reduction of machine-tool production at a 
time when we need tools? 

Mr. Roc«woop. Yes; I think so. Let us say that both of those 
viewpoints exist, and both of them certainly do not mean more ma- 
chine tools. One of them does and one of them militates against more 
machine tools. 

Senator Moopy. That is right. 

Now, Mr. Rockwood, or you, General, or you, Colonel, can you give 
me examples of occasions where there have been cut-backs in the 
machine-tool program ? 

Mr. Rockwoop. No, sir; not yet. We have complaints, or rather 
NPA, I understand, have complaints from various builders, but I 
know of no cut-back at the present time. 

Senator Moopy. You mean complaints from builders of machine 
tools? 

Mr. Rockwoop. That is correct. 

Senator Moopy. Does this complaint come from the fact that, because 
of the phasing out of the program, there will not be such a peak of 
production, and therefore some of the machine-tool builders are appre- 
hensive as to whether they can sell their machine tools? 

Mr. Rockwoop. I would judge that is the case from what I hear. 
I know of no definite cases. 

Senator Moopy. Were you in favor of this cancellation of the Bullard 
contract ? 
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Mr. Rocxwoop. Well, the Army was not much interested one way or 
another. We had a certain number of those machines which would 
havecometous. Webelieved that wecould usethat number. But our 
number was so much smaller than the number of one of the other armed 
services that it really was not our problem. 

Senator Moopy. You were speaking then of the Air Force, were you 
not? 

Mr. Rockxwoop. Yes, sir. 

Senator Moopy. But the fact that there is something less than a 
maximum production in machine tools now being contemplated is your 
problem, is it not? 

Mr. Rockwoov. I do not say it is contemplated, but certainly it is 
indicated. 

Senator Moopy. It is indicated by whom, now ? 

Mr. Rockwoop. By the general situation. In other words, the hurry 
and the impetus, I do not believe we have the same amount of that that 
we had a year ago. 

Senator Moopy. The same amount of what / 

Mr. Rockwoop. Hurry and impetus to get more machine tools. 

Senator Moopy. Frankly, Mr. Rockwood, that is precisely why we 
are holding these hearings. 

Mr. Rocxwoop. Fine. It is an intangible affair, as you are probably 
finding out. 

Senator Moopy. That is right. 

Mr. Rockwoop. But the fact remains nevertheless. 

Senator Moopy. That is right. And I personally—this is an indi- 
vidual expression rather than an expression of the committee—I per- 
sonally feel that the period of vulnerability of this country and the 
danger of atomic war a reases with these delays in the buil« ling up of 
our strength. The sense of urgency which did exist when the Korean 
war started, and the general decision was made for partial mobiliza- 
tion, is being depleted, and I think it isa bad thing. That is another 
reason for _ ling these hearings—we wanted to find out how much 
this delay means in terms of increasing danger to the country. 

Mr. Rocxwoop. We will try to give you any information we can, 

Senator Moopy. Can you give me a judgment on that—your own fa r- 
sonal judgment? You are a civilian, 

Mr. Rockwoop. I am hardly in the echelon to make those determina- 
tions. IT react, naturally, | 

Senator Moopy. Of course, I am not in the echelon to decide what 
the military danger of the country is either, and it is rather intangible, 
as you put it, but I have an opinion about it. 

Mr. Rocxwoop. Naturally, we all do. T will put it this way: I have 
heen given no instructions from top side which would indicate that 
we are to relax oul efforts. 

Senatoi Moopy. That Is eood, 

_Mr. Rock woop. But T hear it frequently and draw conclusions, just 
like any other individual, and it is not from top side where I get my 
MstructLons., 

Senator Moopy. Where do vou hear it ? 

Mr. Rock woop. Just like vou hear it—eve rv place. 

Senator Moony. It seems to me that is one fae tor be hind this Bull: ard 
cancellation. As T understand it, at this point the thing that worries 
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you is that the machine-tool makers are showing reluctance to— 
Mr. Rocxwoop. I heard that they are. 

Senator Moopy. You have he ard that they are. From whom ¢ 
Mr. Rockwoop. Possibly just in talking to other machine-tool men. 
Senator Moopy. If machine-tool men tell you that, then you have 
‘ard it from them, have you not 4 

Mr. Rock woop. I would think so; yes. 

Senator Moopy. They are reluctant to go ahead with the expansion 
as planned because they feel, maybe, in the future they would not be 
able to sell their machine tools: is that right 4 

Mr. Rock woop. Where they have a pool o rder they are protected, 
And, on the other hand, none of them wish to be a party, seem ngly 
none of them wish to be a part to overproduction when in many places 
there is an economy thought against such overproduction, 

Senator Moopy. May I point out to you, Mr. Rockwood, there is 
nothing wrong with an economy thought. 

Mr. Rocxwoop. You do not have to; I agree with you. Jama tax- 
payer. 

Senator Moopy. I think we ought to have a good many thoughts 
about economy, and I am sure you agree, assuming that this does not 
slow down the military program in such a way as to endanger the 
United States, because I think the economy would be a hollow shell if 
we should be attacked as a result of these delays. 

Mr. Rockwoop. I think the general’s statement, sir—for instance, 
he mentioned in there that the machine-tool industry hoped for a rate 
of $1,200,000,000 by July of this year. 

Senator Moony. Yes. 

Mr. Rocxwoop. Now, if that is reached, as the general stated, 
would go a long wavy to help certain programs, 

Senator Moopy. What programs will it help ? 

Mr. Rockwoop. It will help any program which is a part of the 
orders to make up that. 

Senator Moopy. May I ask the general at this point, if this level 
of $1,200,000,000 is reached by July of this year, what programs will 
that specifically accelerate! 

General Curistmas. In the Department of the Army it will accel 
erate those programs which we have put at the top of a classified 
urgency list. In other words, we have an Army list, part of a De- 
partment of Defense document, that lists our projects in the order they 
are needed by the Army, in other words, con sidering Korea and for- 

eign aid and all that kind of thing. That is bv item regardless of 

the contractor or geography, whether he is large or small, east or 
west. We will, for example, say wheelbarrows are more import: unt 
than something else. The reason I make a hypothetical case is because 
the list is a classified document. 

Senator Moopy. I was going to ask whether within the limits of 
security you could give us some examples of items that might be 
accelerated by this. I am sure there are some that are classified. but 
can you not give the committee some examples of production which 
would be : acceler ated by this heavier machine-tool delivery ¢ 

General Curistmas. I do not think in the limits of secur ity I can give 
you those, Senator. We can furnish you a prepared statement on it : 
an individual, sir, but I do not think I should give it in this kind of : 
meeting. 
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that in spite of similar caution there was what appears to have been a 
slip yesterday. 

General CuristmMas. Yes, sir. 

Senator Moopy. On this superar” guided missile. 

I am wondering, though, whether the concern of the officials is really 
required, because I cannot see how it will do much harm for a pote ntial 
enemy to know we have a missile of such tremendous force. It might 
deter him from trying something that he otherwise might try. I 
think ee ips the security of the country may be increased because of 
the admiral’s testimony rather than decreased, and if you have any 
more of that nature that can be released as, what we might call, food 
for thought for the Kremlin, it might be a good thing for the general 

forts to avert war. 
Now, what we are try Ing to get at here, Gx neral, is What this cut 
back 1s foiling to mean. 

You say that the machine-tool industry is moving forward toward a 
$1,200,000 000 production level. What will this emphasis on economy 
mean in that regard ? 

General Curisrmas. I believe we will get somewhat less deliveries, 
Senator, and that will mean that certain contractors who are awaiting 
tools, of which there are many, will have to wait a little longer, and 
how long they wait depends on whether and where they stand on this 

classified list. 

Senator Moopy. In other words, what you are really saying is that 
because of this phasing out of the program, the machine-tool industry 

slowine down 


( 


in some categories ? 

General Curetstmas. I think that is a natural reaction. As TI said, 
I am not in the business. 

Senator Mcopy. It may be a natural reaction, but, nevertheless, it is 
i fact: isthat correct ? 

General Curistmas. I do not anticipate from my past ws mae 

it we will under the P resent conditions reach $1.200,000.,000 by Ju ily 
of 1952 as originally planned. There are other people in the industry 
nd in NPA that could probably give you a much more intelligent 
nswer on that. But I have an op! nion like anybody else, because I 


have been in th = bus sin ess on the 1 inside for — a whi le. 
Senator Moony, {nd your opinion is an opinion based on long 
— ence inthis field. You had an outstanding record in the Second 
1Wa and you know what vou are talking about in this field. 


ee er r ( airtel is. [have had a great opportunity of meeting with 
lustry a long time in making war goods, and so on, and so I picked 

pa little knowles lve here and tl ere and soaked it up. 

Senator Moopy. You certainly have. Therefore, when you say it is 


your judgment that the situation is going to slow down the de livery of 
: ‘hine tools. that is a Judgment tl if mav wel | be taken as that of a Ln 
experienced officer, in my opinion. 

General CHRISTMAS. L would like to add, however, Senator, I do not 

is anything that ean be done about it at this time. 

S tor Moopy. There is not! ing that can be done about it ? 

(y 1 Curistuas. I don't feel so 

“ M Mr. Rockwood, do you agree with that? 





Senator Moopy. That is right. I notice in the paper this morning, 





MACHINE-TOOL SHORTAGES 235 


Senator Moopy. I note the way you say that. Do you feel that 
something should be done about it? You do, do you not ¢ 

Mr. Rockwoop. It all depends on the international situation, which 
I do not have the inside on. Somebody does. 


Senator Moopy. In other words, to justify what is being done, there 
ought to be some information to the general effect that there is not 
going to be a general war coming in the months ahead or at least fon 


2 or 3 vears? Is that you , just ¢ 
Mr. Rock woop. Wi 


Senator Moopy. I hope Saamael has that assurance. 


Mr. Rockwoop. That is a statement I would not find 1 h f 
with. 

Senator Moovy. [hope somebody has that assurance. I have not 4 
found anyone that has. . 


General, can you give us a little more inform (101 abo { the ( ff { 
of this slow-down / 

You opened your statement by saving that the \rmy is having difi 
culty securing adequate numbers of machine tools, and this applic 
to practically all production contracts and to most types of too 

General Curisrmas. I can give you specific instances in your home 
State, sir. 

Senator Moopy. I would like very much to have them. 

ere Curistmas. There is a firm there that has submitted a list 

1,131 items, including broaches, hobbing machines, grinding mie 
c ‘bie of many types, milling machines of several types, lathes, radial 
drills, turret lathes of various sizes and capacities, and aie of \ 
ious types. These are for the manufacture of an item which, unde: 
unification, the Army procures or buys it. We nal 
it ls for one of our sister sery ices. It is a newly placed order. Phere 
fore that obviously is voing to take some time t » get that man evoing 

Senator Moopy. You named some machine tools there, Genera] 

General Curisrmas. That is right. 


ce The contra mid 


Senator Moopy. Can you give us any of the end items that are g oO 
to be held up asa result of that ? 

General Curisrmas. This end item is a machine gun that goes « 
aircraft, which the Ordnance Department of the Arm) has the obl pa 


tion LO develop and buy and produce, and sO on, for the An I ] 
although it is with the Air Force’s money. Under unification the A 
Force gets its weapons and ammunition from the Army. 

Senator Moopy. And as chief procurement officer of the Aj my you 
are buying those machine guns for the aircraft? 

General Curisrmas. It is actually an Ordnance contract, sir. What 
we do, we have the job ol f he ‘Iping or the Ordn: ance get these tools 
materials for its contracts through and all that, and try to help them. 

Senator Moopy. That aircraft will not be much good in the an 
without machine guns, will it / ( 

General Curisrmas. No, sir. 

senator Moopy. Can you tt ell lis who is making that machi { In é 

General Ciuristmas. Yes. It is the Pontiac Division of Gen 
Motors 

Senator Moopy. Pontiac Division of (rel eral Motors / 

Greneral Curistmas. Yes, 

Senator Moopy. When are they supposed to bring that gun il 
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General Curisrmas. I do not have that information, sir, and ordi- 
narily those schedules are classified. They are classified as confiden- 
tial, and in the case of a weapon like this it would also be tied in with 
the Air Force schedule of the matching aircraft. you see. 

Senator Moopy. That is rieht. 

General Curistmas. I am not stating that the gun won't be ready, 
because the aircraft people, as I see by the paper, are also being 
tt lescoped. 

Senator Moopy. In other words, you might be able to say that the 
schedule is being met because of the fact that the other schedule is 
also ben @ delayed? 

General CuristmMas. That mi 
tol Ship of the sel edule. 


it be. I have not checked the rela- 

Senator Moopy. It seems to me this is a picture of delay that is a 
langerous thing. Iam not saying that, of course, in any reflection on 
vou. because you are obviously trving to do all vou ean to accelerate 
these deliveries as rapidly as you possibly can do so. 

Can you give s some other examples ¢ 

General ¢ IIRISTMAS, | have two othe Instances, Buifalo Arms, 
Tn . presently require 124 items Phat Is orananhce also. And ed- 


era Felephone and Radio ¢ orporation require very early delivery 


of two machines. 
We ca eet vo other instar ces, but these are the instances ] put 
stateme? ror vou, sir. 
Senator Moopy. Now you said nothing can be done about this. Why 


General (¢ IERIST ALAS, Wi Hl. we do 2 lot 0 rselves, with the help of 
NPA. a ra second hand tool and getting them to use that tem 
porarily, sir. They screen our reserve of tools, which is an odd lot 
of tools that the Navy. Air on e. and Army gathered together afte 
Worl War II and ! it In storage. They were in Various states of 


disrep i isoon, because we were not the first people, we were hol 
a ve ough, as they Say, when it came to taking those 
i r, so our reserve Was not well assorted and in very 
g QO But those reserves have been screened. Manufac- 
turers have been shown what was in the reserve and they had visited 
storage places and made their own decisions whether they could 
x s tool, repair and modify it, and use it permanently or use it 
poral ly. L it has bee thei technique. 
Senator “Moon. Now vou testified a moment ago, General. your 
July ov of 1,200,000,000 of production of machine tools would not 
r i ed. Does Thal nvolve a can ellat on of conti icts. a slow 


down of production? Why will not that total be reached? That time 
=only a few months pway. 


General Curistmas. I am not in a position to give vou that specific 


‘ : | gauve n \ Opie I will not be reached. 
Senator Moopy. And you give it as vour opinion it will not be 
hed because the sense of urgency, as Mr. Rockwood testified, seems 
ve slacke fi d the drive toward all-out production has, if 
not evaporated, certainly decreased: is that correct ! 
G Curistmas. That is cert lv a factor, Senator. 
Senator Moopy. Now the machine tool shortage is a factor in vow 
falling behind production schedules on your end items for ordnance 
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General Curistmas. Well, we are in some cases, yes, sir. 

Senator Moopy. I do not mean to say in every kind. I mean this 
is a factor in slowing deliveries of items that you feel should be de 
livered more rapidly ; is that correct ? 

General CuristMaAs, In some cases, yes, sir. 

Senator Moopy. In some cases / 

General Crrisrmas. Yes. 

Senator Moopy. Now, General, 1am going to raise a point with yo 
which has been developed most interestingly in these hear ings the last 
couple of days by some of the other witnesses, both the Air Force wit 
nesses and the Navy Witnesses, with somewhat different reaction Si 5 
might add. 

It seems to me from the testimony of yourself and Mr. Rockwood 
that you are facing here a slow-down in deliveries which could be 
dangerous to the COUNTY because of the overwhelming desire not to 
let the total of military appropriations get bevond what some people 
feel is a level which Cah be handled properly by the eCCONOMY 1h thre 
budget. 

Now, I brought out here 2 days ago in testimony of Mr. Gilpati 
and others from the Air ronan that there is contemp ated im this 
Ly \dlget the ap ypropriation of 8314 billion for aircraft and relate: d items 
for the Air Force which ¢ annot be spent during the comin fiscal 
year, 

To put it another way—the Congress is now being asked to appro 
priate money which it cannot spend, the purpose of this appropriatio 
merely being to insure the contractor that he will have a steady marke 
tor the items for which he tools up. 

Now it seems to me that if the Congress is facing the alternative 
of making a reduction which will cut bone and muscle out of the mil 
tary forces of the country or to knock out this advance of appropri 
ations, which seems to me to be in the nature of a statistical arrange 
ment, I would think that the s afety of the country would be enhance 
by knocking out the 24 and 30 and 36-month bookkeeping and pre 
viding an appropriation for what is going to be spent in the fisé 

ear 1955. 

I think that could be done, General. I would just like to get vo 
Opinion as to the practh ally oft it. sped Tr all, ] am not in the procure 
mentagency. I think it ¢ ‘oul | be done by Congress combini rer ontrnce 
authority, not necessarily dollar contract authority but contract 
thority, for a spec ifie n umber of end items to be delivered. wit 
ap propriation which will in general provide enough funds for t] 
coming fiscal year. 

You see this budget is volng to be « ut. There Is no question iDa 
that. The question is how it is going to be cut. Are we going to pre 
serve all these bookkee ‘ping fictions, and then cut it out of the machine 
guns, or are we cong to proy ide the m: achine Puns and cut out the 


oO 


bookkeeping fiction 

It seems to me that is a very urgent questi on the Congress 
consider, and I think if you have any testimony along that line it) 
be very helpful to me, because I am trvihng to formulate aq LL rile 
on this. If my views at present are confirmed, I want to see 
can be done about that. 


97630—52 16 
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General C _ risrMmAs. I would prefer not to testify on that in detail, 
because our budget officer is right today up before the Appropriations 
Committee discussing these things.. It is perfectly true that a contract 
authorization is an instrument to apply so as not to have to pay the 
money out at once, like a charge account, and it has been done in the 
past. 

Senator Moopy. It is not quite like a charge account, is it, General, 
because ina charge account, if you buy a suit of clothes, you get the 
suit of clothes and pay the next month. In this case you would be 
paving for the suit of clothes or appropriating for the suit of clothes 
~ or o years In advance. 

General Curisrmas. I would merely like to add this: It has perhaps 
more application to those services who have things that have a very 
long lead time, like a vessel. 

Senator Moopy. Particularly aircraft or ships. 

General CuristmMas. Yes. It has much less application, sir, to our 
program. 

Senator oe wy. Yes; L understand that. 

Could you give me any estimate as to what the total application 
might be with “regard to the Army ¢ 

General Curisrmas. I would be glad to furnish you a statement, 
Anything I can give you now would not be helpful. 

Senator Moopy. I would like to have that, General, if I might. 

General Curistmas. Yes. 

Senator Moopy. It does seem to me that may be a way to make a 
substantial reduction in the appropriation. Then if we could find 
additional cuts. for duplication or waste, that, of course, should “ 
reduced also. But I cannot see preserving a budgetary system whic! 
inflates the total appropriated and gives the country a false i impression n 
of the expense of actual aircraft, guns and ships, tanks, and so on. 

That was quite a long diversion from your statement, General. Do 
you want to continue re: ading your statement ¢ 

General CuristmMaAs. Yes, sir. Thank you. 

Many contractors desire to tool up fully for economical high-rate 
production before actually starting any production, and the Army 
favors such economical production, particularly in these times of 
neither war nor peace. 

[f we have the time, such tooling will pay ultimate dividends. There 
is no way to produce enough machine tools quickly to fully tool up all 
contractors with brand new tools and tooling. 

Parenthetically, by the word “tooling,” I mean ee igs and fixtures 
that go on the drill press, the little things t] YO on the big things, 
in industrial terms. 

Senator Moopy. I understand that. 

General Curistmas. Machine tools are built in lots. They cannot be 
Pp roduced economically to meet a varie ty of dem: inds without produei Ing 
some items for w hich there is no immediate need. The requirements 
for varied tooling is partially because American industry is capable of, 
and in mi iny cases pre fers, producing like items by different operations 
and by the use of different machine tools 

Parenthetically, and not in the statement, three different manufac 
turers of tanks might select different methods and techniques of making 
the same thing. It is a matter of judement of the master mechani 
that you referred to earlier vou were rong to talk to. 
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Senator Moopy. General, you referred to some of the items in my 
own State. Of course, we have quite a tank arsenal out there. 

General Curistmas. Two now. 

Senator Moopy. Do you feel we are getting all out of that arsenal we 
can get, General ? 

General CuristMAs. No: because we have not got the tools, sir. I 
do not have the exact status of the tools, but I could furnish that t 
you. You are speaking of the Grand Blanc Arsenal, sir? 

Senator Moopy. Not only Grand Blanc but the Detroit Arsenal. 

General Cunristmas. That arsenal is tooled. We are getting all out 
of that we can get; yes, sir, in my opinion. 

Senator Moopy. Tow ny shifts are running there 


General Curistmas. It de pends upon what the item is. In other 
words, if they need a aa ring very badly—I am hypothecating 
now—they might have three shifts working on that, whereas the mer 
drilling holes in the sprocket to drive the track might only be on one 
shift. So you will find one, two, or three shifts, depending on t! 


urgency rand so as to keep the assembly line in balance. 

Senator Moopy. Is your tank production up to schedule? 

General Curistmas. I do ik think it is any secret it is not, gen 
erally speaking. 

Senator Moopy. You know we have had some unemployment difli- 
culty in Michigan. 

General Curisrmas. Yes, sir. 

Senator Moopy. You are very much aware of that. You remember 
being down there that day when Mr. Wilson, the Mobilization Direc- 
tor, had the automobile heads i in and the Governor and I was there. 

General Curisrmas. Yes, sit 

Senator Moopy. It was decided there, you remember, to accelerate 
all the work possible on those areas. I am wondering whether there 
night not be greater production in that Detroit Arsenal if you went 
on two or even three shifts on the entire thing rather than on just 
some of the items. 

General Curistmas. I do not believe it would, sir. because that is 
not the choke point. It is like any automobile plant—I mean the 
private arsenals that are contractor-operated like the Fisher and Ford 
operations and the Government operation at Detroit are depending 
In some cases on as high as 1,500 purveyors of small and large articles, 
finished or unfinished, semifinished. 

Senator Moopy. And you cannot assemble the thing until you have 
the parts. 

General Crristmas. I do not want to reveal what some of those 
MISSI ig items are ina pub lic meeting, but all of those producers are 
having trouble on that in certain areas that are not of their own 
doing and not of origin inthe State of Michigan even. 

Senator Moopy. What are some of the troubles s} ortage of ma 
chine tools? 

(seneral CrristmM as. In some cases the shortage of machine tools: 
in some cases it Is merely that we have not expanded certain activiti S, 
or the expansion is not completed, si 

Senator Moony. Can you give us any examples of those without 
violating security / 

(seneral (HIRISTMAS. | believe ] would rather furnish that ' 
statement so asto have it accurate. 
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Senator Moopy. All right. But in general the picture is that tank 
production is behind schedule that you are not able to operate the 
Detroit tank arsenal in all-out production because you cannot get 
all of the items which are furnished from outside the State of 
Michigan ¢ 

(ieneral Curisrmas. Certain items; yes, sir. 

Senator Moopy. Certain items. And that one of the reasons why 
you cannot furnish those certain items is because of the lack of 
machine tools 4 

General Curisrmas. Yes, but 

Senator Moopy. Is that correct 4 

General Curistmas. Yes, sir. But vou chose the tank program, 
sir, in which the particular cases you mention there are other comph- 
eating factors besides the machine tools. You have a clearer case 
in the one | mentioned of the machine gun where it is a plain ma- 
chine-tool case. In the other one you have a complex equation, sir. 

Senator Moopy. I understand that. The point I am making, Gen 
eral, is here is a large producer of a very large and important item 
for the Army that is being held up for lack of machine tools at a 
time when your testimony indicates the production of machine tools, 
instead of being accelerated as fast as it can, is actually beginning to 
slough off. Isthata fair statement of the condition / 

General Curisrmas. If you also add the fact that in the example you 
mentioned, Senator, of tanks, there are other complicating factors. 

Senator Moopy. However, in the case of the gun that you mentioned 
aw hile avo and ot her items, those are exiumples where you are actually 
not getting delivery because of machine tools ¢ 

General Curistmas. Of course, the gun contract, sir, is very recent. 
1 am quoting from memory. I would say it is only a few months old, 
and therefore you could hardly expect even how to get them, but we 
hope to get them soon, sir. 

Senator Moopy. | know, but.,as Mr. Rockwood testified a while ago, 
there seenis to be a reluctance upon the part of the machine tool manu- 
facturer to make the tools unless he can see a firm market ahead for 
them. If we had gone ahead with a real sense of urgency, perhaps, 
you would have those tools now, because they would be available in 
the pool; is that correct ¢ 

General Curisrmas. Well, I would rather rest on the statement I 
made, Senator. Iam, after all, not a businessman, and it is pretty hard 
to find out what another man is thinking about. 

Senator Moopy. We are trying to find out what the situation is here. 
I am not being critical of anybody in this. I am just trying to bring 
the situation out. 

General CuristmMas. Yes, sir. 

Senator Moopy. Which is that the efforts to arm the country and 
prevent a war are being slowed down by a deteriorating sense of 
emergency. 

General Curisrmas. Do you want me to go ahead, Senator ? 

Senator Moopy. Yes. 

General Curistmas. As one consequence, contractors have in many 
cases ordered desired tools rather than required tools. They know 
what tools will make money for their operations and lower cost. Since 
the current national emergency is only a limited one, some are not using 
reserve and second-hand tools. Very few are using large numbers of 
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their company-owned items of industrial equipment because of civilian 

production which also has a demand, Perhaps that is to be expected 
ina program of military production superimposed upon civilian pro- 
duction; in any event, | believe it exists. 

Senator Moopy. To what extent is military production being de- 
layed by the use of tools in civilian production that could be used 
for military production ¢ 

General Crrisrmas. L think you will find it very little, sir. When 
you get to talking to these master mechanics you W ill find that although 
the ‘Vv his ave suc ‘h fine tools, as the *\ Say, in one of the rap ay sim p slants 
to make a fine automobile that is cheap and runs well, by ee very vir 
tue of the fact those tools do a good job, they are no use to us : tall. 

Senator Moopy. Special purpose tools. 

General Curistmas. Our engine Is a than Ford or Chevrolet 
and the machine tool is not any vood : all, They have got to move it 
out in the yard. The gages and es we were talking about are 
the most useful part in our work, 

Mr. Rockwood, who is e a rt in that, might have a different opinion. 

Mr. Rockwoop. No, sir, | agree with you. When the master me 
chaniec attempts a new semanas 1 think you will find next week, o1 
whenever you reach them, that they are heart and soul for entire new 
tooling whe ‘rever it 1s possible. 

Senator Moopy. I think that is true. 

Mr. Rockwood, do you think that the tools that exist in some civilian 
production are being used in manufacturing machine tools to their 
maximum capacity 

Mr. Rockwoop. It is very difficult to stay in Washington, as I do, 
and give you a good opinion on that. But I do have a high regard 
for the production capacity of American industry. 

Senator Moopy. Well, an (00, 

Mr. Rockwoop. And one man’s opinion, which is from Washington 
and not from the toolrooms where he ought to be to make such a state- 
ment—one man’s opinion is that you are definitely correct. No; they 
are not being fully used, nor are they being as fully used as they will 
be if and when we have an all-out emergency. 

Senator Moopy. So again we see the picture of a productive facility 
which is not being used because of what you deseribe—— 

Mr. Rockwoop. The reason you got and we got in the War Pro 
duction Board during the last war the fine production which was 
achieved is because the country was definitely threate ned and patriot- 
ism was right at every man’s elbow. Under those conditions you 
get all you ask for. 

Senator Moopy. In other words, the great production genius of 
\merican industry was going all out for production 4 

Mr. Rocxwoop. Yes, s 

senator Moopy. Today. conversely, it is not: is that correct f 

Mr. Rockwoop. Guns and butter are not euns. 

Senator Moopy. ¢ runs and butter in that order would be cood. 

Mr. Rocxwoon. Yes; I think you are right. 

Senator Moopy. Go ahead, General. 

General Curtstmas. It should be noted that nearly all these tools 
we are discussing here are bought in the case of the Army with Army 
funds and appropriated by the Congress for that purpose. It is 
called the expediting production fund in the appropriation act. 
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Let us consider what the Army has done to assist contractors. All 
important Army prime contractors and their subcontractors have been 
furnished with priority ratings consistent with their importance. 
These urgency ratings were established by the Office of the Secretary 
of Defense. In many cases improved delivery has been effected by 
diversion of critical items from less important contractors, and in 
many cases Government-owned reserve and/or used machine tools 
have been secured for their use either permanent or temporary. 

In some cases contractors have placed in operation some of their 
own machine tools for Government contract work. We are making 
strong efforts to employ used or reserve machinery for temporary use. 
Second-hand stocks in the hands of machine-tool dealers were gen- 
erally held at prohibitive prices until Ceiling Price Regulation No. 
80 of October 15, 1951. 

Senator Moopy. What happened then ? 

General Curistmas. At that time more reasonable prices were fixed 
by the Office of Price Stabilization. And the result is, however, there 
are many good used tools still available. 

Senator Moopy. In other words, before this order of October 13, 
second-hand tools were extremely high in price ¢ 

General Curistmas. That is what I am informed; yes, sir. 

Senator Moopy. And the OPS brought this down to a point where 
they could be purchased and used productively in the general military 
economy f 

General Curistmas. I might add parenthetically here, one of the 
contractors in your area—I would rather not mention the contractor, 
but he is a large contractor—in order to get roing faster, he came 
in and asked for permission to employ second-hand tools temporarily 
to get going and then when worn out to get some better tools in there. 

Senator Moopy. You did not object to that, did you? 

General Curistmas. No, sir. Our mission is to get the stuff made, 
sir. 

Senator Moony. That is for sure. 

Well, in this case it would seem that the Office of Price Stabiliza- 
tion had accelerated production by its regulation; is that correct ? 

General Curisrmas. That would be my opinion, sir. 

Due to situations which governed disposal of World War IT equip- 
ment, the departmental industrial equipment reserve of the Army 
was never a balanced reserve and only reached 66 percent of its ap- 
proved item limitation. In other words, parenthetically now, it might 
consist of five coats and only one pair of trousers. We did not get 
them in the order and quantities we wanted them. 


Senator Moopy. I did not know that you had anything to do with it. 


But do you know why they unloaded all these machine tools after the 
war and sold them for 5 cents on the dollar? 

Creneral CTIRISTM AS. I am quoting now from memory, sir. My 
knowledge of it is about this way: There was a fear of having a busi- 
ness recession after the World War: and therefore, in order to help 
industry get on its feet with civilian production, the industry was 
offered the right to buy the tools in the plants which were Govern- 
ment-owned—owned by RFC, I think, or one of its subsidiaries—so 
they could get along. So they bought a certain quantity, sir. Then 
the rest were taken into warehouses, or War Assets took hold of 
those, and they had a disposal mission, and they started selling tools. 


ae ee 
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About 2 years after the war, the Defense Department in —— 
with War Assets got the right to go in and examine these tools i 
the various warehouses and in some empty factories and pick out cer- 
tain tools and put a tag on those we would like to have in our reserves. 
You see, we had no legal right to them. 

Senator Moopy. When was that, General ? 

General Curisrmas. Two years after VJ-day. 

Senator Moopvy. I am wondering why you went through this othe: 
procedure first. Why did you not do that first ? 

General Curisrmas. We had no legal right or title to them. Con 
eressional legislation had to be made to give us title to take those 
tools. 

Senator Moopy. When was that made? 

Mr. Rockwoop, 1947. 

Senator Moopy. After all, there had to be congressional action 
order to sell these tools, too, and there was congressional action to 
that effect. 

General Curistmas. That I would not know. It may have been 
in the Disposal Act under which War Assets was set up. I am not 
able to say. I could find out. 

Senator Moopy. I am sure what you say about accelerating civilian 
production after the war by the use of tools is true to some extent. We 
have had witnesses before this committee showing that tools were 
unloaded at 5 percent of their cost to the Government to schools all 
around the country; and, while in some cases the tools were undoubt 
edly well used, we had one Florida case where the tools never went 
out of the packing cases. There was a small-business man down there 

Florida who was about a mile away and needed this tool. It was 
in the packing case in the shed back of the school, and he was holding 
up an important item of war production because he could not get the 
tool. 

Then we had Mr. Alfred Lawson in here the other morning, who 
is the donor, as he put it, of the University of Lawsonomy. While 
he has a number of unusual or unique ideas, he was able to buy for 
$4,500 a number of machine tools, and he sold part of them for 
$120,000. 

It seems to me that was a loophole in the postwar program big 
enough to drive a number of your tanks through. 

General Curistmas. I know a good many schools were given tools, 
sir. What they did with them—I did not know that kind of thing 
happened. 

Senator Moopy. In some cases, of course, it was a very constructive 
thing for use in vocational training. But it seems to me, if the Army 
was going to have a reserve of tools, and the Air Force and the Navy, 
they should have had first call on those tools, and they did not have 
it, apparently, until 2 years later, according to your testimony. Is 
that right’ 

General Curisrmas. It would be nice to do it that way next time, 
sir. 

Senator Moopy. I certainly agree with you. Do you want to con- 
tinue, General ? 

General CurtstMas. In spite of being less than 2 percent of the tools 
used to fight World War IT and maintain the civilian economy, it 
has furnished thousands of good machine tools to Army, Air Force, 
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and Navy contractors. Conversely, the Army has obtained many 
machine tools from the Navy and Air Force. 

Senator Moopy. Then 98 percent of the tools were unloaded ¢ 

General Curistmas. No. I said the tools in our reserve, sir, only 
constitute 2 percent of the tools we had to buy in World War IT in 
order to get that war over with. 

Senator Moopy. Where did the other 98 percent of tools go ¢ 

General Curistmas. The ones that got sold to various people you 
mentioned, Senator / 

Senator Moopy. When you say “our,” you mean the Army 4 

General Curisrmas. Speaking of the Department of the Army, sir. 

Senator Moopy. Do you know what percentage of those tools were 
reserved for the Navy and Air Force 4 

General Curistmas. In rough figures, sir, the Navy and Air Force 
had about equal size reserves, sir. In order that you may get some 
idea that this reserve was small and not large, because many people 
thought we had all kinds of tools, our tools, strictly machine tools, 
leaving out what we call industrial equipment, cranes and furnaces, 
was about equal to the machine tools in that big plant in Chicago 
where they made aircraft engines during the war and where they 
later tried to make a much-publicized type of automobile. 

Senator Moopy. You mean the plant known as the Dodge plant ? 

General Curistmas. Yes. Our total reserve was equal roughly to 
the number of tools in that one plant when it was running, sir. 

Senator Moopy. How about the Navy and the Air Force reserve ? 

General Curisrmas. I only say roughly they are the same. Prob- 
ibly a little bit bigger. 

Mr. Rocxwoop. Maybe considerably larger in the Navy, and the 
Air Force a little bit larger. 

Senator Moony. The Navy is considerably larger / 

Mr. Rockwoop. Yes, sir. 

Senator Moopy. Mr. Rockwood, are you familiar enough with this 
situation to be able to state how much larger was the Navy? 

Mr. Rockwoop. I would not like to say, sir. T only know the Army. 

General Curisrmas. We can furnish the figures. 

Senator Moopy. I would like to have that. 

(reneral Curistmas. You can have the figures. 

Senator Moopy. You state the Army got 2 percent, Mr. Rock- 
wood, would you state that the three services got more than 10 per- 
cent of the total ? 

Mr. Rockwoop. No, sir; Iam sure they did not. 

Senator Moopy. So at least wi) percent ot the tools at the end of the 
Second World War were sold? — 

Mr. Roekwoop. T am sure that statement would stand up; yes. 

Senator Moopy. For 5 cents on the dollar. 

Mr. Rockwoop. That is not always the case. The 5 cents on the 
dollar was for eclucational institutions in some cases, and the price 
was never large. never large enough, but it was not 5 cents. In some 
eases they actually eot 15 percent, 

Senator Moopy. Would that be high in this transaction 2 

Mr. Rockwoop. Well. no, sir: because a lot of them were sold on 
what was known as the Clayton formula. 

Senator Moopy. The what ? 

Mr. Rockwoop. The Clayton formula. 
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Senator Moopy. Named after the former Under Secretary of State ¢ 

Mr. Rocxwoop. That is correct. And under the Clayton formula 
a number of very fine tools were sold to industry at a sliding scale, 
which in some cases, due to the age of the tool, was as much as 90) 
percent of its original cost. 

Senator Moopy. So industry in some cases paid 90 percent 4 

Mr. Rockwoop. Yes, sir. 

senator M MODY, How dloes that ibe with your statement a minute 
ago that most of the tools were sold at 15 percent or less / 

Mr. Rockwoop,. | am putting it in various stages of the disposal 
program. A certain amount of urgency rolled up just like a snow 
ball as more ancl more tools were found, and some people vot more 
and more worried about finding a home for them. ‘That resulted in 
very, very eood prices to machine-tool second-hand dealers, and the 
finally to practically a give-away to States and educational inst 
tutions. 

Senator Moopy. Did not anyone think of the poss Ibi ihity that the 
country might be in trouble again and those tools might be needed ¢ 

Mr. Rockxwoop. Those charged with that responsibility seemed t 
be more interested nh vetting the boys home and forgetting the wai 
than preparing for another one. 

Senator Moopy. I would like to insert in the record. if T may. the 
personal note that a newspaper column I wrote at that time took a 
very dim view of that procedure. IT am glad to see there is some 
one that agreed with me at the time. You do not find very many 
people that cdo. 

In general. Mr. Rockwood. does your statement stand that, whil 
there were some tools sold to indust rv at 90 cents on the dollar, 
general, the average was 15 percent or below / 

Mr. Rocxwoop. I would not like to say that. Let’s say—in the 
first place, an average machine tool then cost the Government abou 
CT: SOO. 

Senator Moony. Yes. 

Mr. Rocxwoop. That same machine tool, or one like it, today would 
cost in excess of $15.000. But let us say that, in order to sell them 
at that time, it was necessary to make practically all of them a ban 
gain, and they really were. 

Senator Moopy. What was so imperative about selling them ? 

Mr. Rockwoop. Sir? 

Senator Moopy. What was so imperative about selling them ? 

Mr. Rocxwoop. Orders to the War Assets to vet rid of those ma 
chine tools. 

Senator Moony. Where did those orders come from ? 

Mr. Rockwoop. I presume from the Surplus Property Act. 

Senator Moopy. So that Congress itself was responsible for thie 
sale of these machine tools ¢ 

Mr. Rockwoop. That is one taxpayer’s opinion. 

Senator Moopy. And it is one Senator’s opinion. 

Mr. Rock woop. W hol 1S also a taxpaye r too. 

Senator Moopy. Do you want to go ahead, General / 

By the way, may I ask this: Do you have any idea, Mr. Rockwood, 
of wh: at the value of those machine tools was in veners al? How much 
did we get for them: do vou know / 
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Mr. Rockwoop. I have those figures, and I will be glad to give them 
to you, sir, but I do not want to let that figure be dependent upon 
my memory. I would rather give you a good figure. 

Senator Moopy. And we are now paying, roughly, according to 
your testimony, twice as much ? 

Mr. Rockwoop. In many cases more than that. 

Senator Moopy. In many cases more than that for the machine tools 
which were sold at from 5 to 15 and in a few cases more. As a matter 
of fact, was not that percentage sometimes based on fair value rather 
than purchase value! 

Mr. Rocxwoop. It was. 

Senator Moopy. And fair value was usually below what purchase 
value was; is that correct ¢ 

Mr. Rockwoop. That is correct. 

Senator Moopy. So this is practically billions of dollars given away 
because of this act which called for the rapid liquidation of the ma- 
chine-tool reserves; 1s that correct / 

Mr. Rocxwoop. I would not like to make a statement ; no sir; because 
I do not know the exact—— 

s nator Mo DY. Do vou clisacree W ith me é 

Mr. Rockwoop. In general, definitely yes. 

Senator Moopy. You agree or disagree ? 

Mr. Rocxkwoop. I do agree with you generally, but I am not able to 
say particularly. 

Senator Moony. Did the law provide that these tools had to be 
sold, or was that an administrative decision ? 

Mr. Rocxwoop. It was usually the basis for administrative action. 

Senator Moopy. It was the basis for administrative action? 

Mr. Rockxwoop. By the organization set up to rid the country of 
surplus property. 

Senator Moopy. You may have noticed a number of investigations 
are now being conducted I iv the Congress showing the tremendous 
profits that were made as a result of deals where someone came in 
and bought these surplus items and then sold them on the market at 
tremendous profit. ‘Those actions were taken in accordance with the 
law passed by Congress itself ? 

Mr. Rocxwoop, That is correct. 

Senator Moony. Continue, General. 

General Curistmas. The Army reserve still contains a few hun- 
dred good general-purpose tools and a number of hundreds of other 
tools that have been culled over a lot by people and I don’t think any- 
body is going to take. It also presently contains a large number of 
items used for some special production items, which programs have 
not yet been activated. 

Our reserve now also contains some special tools which could not 
be used because some of these programs are not yet active. In other 
words, let’s take tools for making an M 1 rifle. They can only be 
taken out when somebody is set up somewhere to ion some M 1 
rifles, so the tools in our reserve do not do anybody else any good ex- 
cepting the man making that arm, sir. 

You have inquired what machine tools are delaying Army projects. 
At this time, more than 260 Army contractors have submitted requests 
for improved delivery of sever: al thousand tools which thev have on 
order. Their contracts run from tanks to small electronics compon- 
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ents, and their requests include practically all general types of ma 
chine tools, plus speclh al tooling, and in some cases single- purpose and 
spec ial-purpose tools. Examples are: 

(a) Pontiac Motor Division of General Motors has submitted 
list of 1,131 items, which includes broaches, hobbing machines, grind- 
ing machines of many types, milling machines of several types, lathes, 
radial drills, turret lathes of various sizes and capacities, and drills 
of various types. These are for an aircraft machine-gun contract let 
recently by Army Ordnance Corps. 

(db) Buffalo Arms, Inc. presently require 124 items which include 
milling machines, automatic screw machines, lathes, grinders, turret 
lathes, drill presses, et cetera. 

(c) Federal Telephone & Radio Corp., working on electronic 
projects request improved delivery on only two items—two slotters, 
one of which is specially made. 

Regarding small business, concerning which your committee has 
a special interest, I would like to have it understood that in setting up 
the urgency or priority ratings previously referred to, the size of the 
business was in no way involved, The priority refers to the relative 
need for a certain weapon or piece of equipment. ‘Therefore, if a cer- 

ain item has a high urgency all business, no matter where located, 

ak ‘large, concerned with making that item, whether they are 
prime om ictors or subcontractors, will receive the benefits of Na 
tional Production Authority, Munitions Board, and Department of 
the Army help in obtaining the necessary tools. 


CONCLUSIONS AND RECOMMENDATIONS ON PROBLEM NO. 


That if W idespread improve d deliveries of ma hine tools are desired, 
the Government must take a clearer position respecting the need for 
continued expansion of the industry. It is believed that such state- 
ments might aid in neutralizing the present trend toward cancellation, 
which militate against the continued expansion of the machine-tool 
industry. 

Senator Moopy. When you say “trend toward cancellation” yo 
mean such items as cancellation of the Bullard contract. which I am 
using merely as an example because it was a large contract and has 
received some publicity here? 

General Curistmas. That is right. As Mr. Rockwood said, while 
we do not have instances for you at our fingertips, we « ee | dig up for 
you the same thing on a smaller scale happening either by the Govern 
ment or by industry doing it. 

Senator Moopy. Will you dothat? That is one important thing thi 
committee wants to find—what actu: ally is going on in that area, 

General Curistmas. We would have to try to get you some specific 
examples. I cannot give you any here, sir. 

Senator Moopy. I understand that. Would you submit to the com- 
mittee as soon as convenient for you to do so a report on these cut- 
backs in machine-tool orders ? 

General CuristMas. Yes: I have heard this, only hearsay, but it is 
not an an unnatural thing to happen, just like people did with auto- 
mobiles after the war—that when this thing started some people went 
out and ordered the same tool three or four places, and then after they 
got firm de live ry promises from one fellow they « ‘canceled the othe rs, 
so that the balloon sort of deflated after awhile 
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I think Mr. Rockwood could perhaps give you better than hearsay 
information on that. 

Mr. Rockwoop. That happens frequently, did happen, and of course 
a part of this is a result of that. 

NPA, I am sure has all of those figures. and we will get those 
figures from them because we could not possib by have it otherwise. 

Senator Moopy. You see the purpose of the committee, Mr. Rock- 
wood, is to make a report to the main ere toward the accelera- 
tion of military production, because it is my belief, as chairman of the 
subcommittee, that -_ chance of war is less if we get the production 
faster. I certainly agree — your previous testimony that this sense 
ot urgency has oar shall > say, relaxed consider: tbly. Not 1h all 
quarters, of course, Fas ey from the testimony of you gentlemen 
this morning. 

Mr. Noone. 

Mr. Noone. You say, ae widespread improved deliveries of ma- 
chine tools are desired, the Government must take a clearer position” 
and so forth. Does the Army dlesire improved deliveries of machine 
tools ¢ 

General Curtsrmas. At my level it does, because it is my business 
help technical services. of Which Ordnance is the biggest user, to 

help contractors get tools so we Vel the equip meni we Want. ] an ih 
Army business, not at the policy and sociological level where 1 would 
know what should be done for the good of the country and so on. 
While I have private opinions, Lam not here to air them. 

Mr. Noone. Judging from you standpoint in the Army, do you 
not feel improved delivery of machine tools would expedite your 
program ¢ 

General Curistmas. I think it oe just like two and two are four, 
sir. But taking the converse of it, industry is sensitive, a sensitive 
matter. They have to make money Bor live and pay wages and so on. 
It isa pretty toug shies to be out on your own meeting a payroll, ¢ 
] understand 3 

Mr. Noone. ac There is another question that follows from that. 
The statement is made, “The Government must take a clearer position 
respecting the need for continued ee of the industry.’ 

Do vou not feel the position taken in August 1951, by the Defense 
Mobilizer in issuing a d rective er: les all win concessions to the 
1! dustry Was a clear expression ot the Government position, namely, 
that we should expand the industry ¢ 

General CrmtstmAs. May I use sort of a slang expression—“talk 
is cheap, but it takes money to buy beer.” That is a businessman’s at 
titude. He reads the papers and keeps well informed as to how much 
money is forthcoming and so on, and he makes his own plans, and | 
do not think we can influence that. Does that sort of make it plain? 

Senator Moopy. The businessman, you say, makes his own plans. 
If real pressure is prt on a businessman to increase his production 
of machine tools or any other item, are you getting real resistance to 
that ¢ 


} 
i 
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General Curistmas. No, because we pay for it, sir, you see, This 
expansion Is Ais and large financed by Government funds, sir. As I 
me ntioned, hese tools we have been talking about are being bought 
with ap aaa ated funds. in the case of the Army called FE xpediting 
P roducti on Fin cdl. an d we ti ake title to the tools. W e own them. As 
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soon as the factory closes or anything, we expect to take title to them. 
In fact, if the factory is not ours, he is required to take them out so 
he can use the factory for normal purposes and put them in some ware- 
house, 

Senator Moopy. You buy the rockets; do you not ¢ 

General CuristMas. Yes, sir; they come through Ordnance, 

Senator Moopy. Do you remember the statement of Mr. Wilson of 
General Motors in the meeting we had with Governor Williams, Mr. 
Wilson, Mr. Fleischmann, all automobile heads and labor heads, and 
so forth ? 

Greneral CHrisrmas. Yes, sir. 

Senator Moopy. Mr. Wilson of General Motors brought out the 
point that thev were operating three shifts in the automobile plant on 
rockets and then they cut it back to one shift. Is that because of a 
decreased need for rockets ? 

General Curistmas. [can only infer it was, because T am not par 
ticularly familiar with that schedule. I know they did an outstanding 
lob out there in getting into making those at the time when we needed 
them very badly. IT can only assume the schedules were cut back 
hecause of the lessened need for that. something else Was more impo - 
tant. Wecan get you a statement on the automobile case if you wish, 
sir. 

Senator Moopy. I mean, do we have our supply of rockets we would 
need if the bell rang? 

General Cnristmas. I wouldn't state that. That is a classified mat 
ter, Senator, in my opinion. 

Senator Moopy Allright. IT withdraw the question. 

The fact is that whether we have them or not, I presume we would 
hot still be in production if we did have them. Production was cut 
back substantially. I do not know it was cut back exactly one-third or 
not, but if was cut back substantially in that area. 

General Curisrmas. They have another operation there making 
tanks under which they are doing very well, in which, incidentally, 
they use some of the tools in the machine-tool reserve. 

Senator Moopy. They are not using the tools to make rockets ? 

General Ciurisrmas. I will get you an answer if you wish, sir. The 
question of the national stockpile status on rockets I do not think 
should be brought out here. 

Senator Moopy. I think vou are right. 

(reneral Crrisrmas. At least under my rules IT had better not. do it. 

Senator Meopy. | think under nhiy rules you had better not do it too. 

Mr. Noone. 

Mr. Noone. Mr. Rockwood, I would like to ask a further question 
based on the paragraph regarding conclusions and recommendations. 
It is my understanding that you were formerly in the machine-tool 
industry ; is that correct ? 

Mr. Rockweop. Many, many vears ago. T was with the Tools Divi 
sion ot the War Produetion Board and War Assets more recently. 
I saw more tools there than T saw when I was buying and selling them. 


Senator Moopy. You are W position, Mr. Rockwood, to speak vit 
] 


knowledge of the industry but without having Colne 
Mr. Roekwoop. Directly from the industry. 
Senator Moopy. Directly from the industry. 


Mr. Rocxwoopn,. That is right. 
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Senator Moopy. So you have the point of view of the Government 
on this thing and the problems of the Government against the prob- 
lems of the indus stry ¢ 

Mr. Rock woop, That is right. 

Mr. Noonr. Do you feel that the industry needs any additional 
incentive to expedite the production of machine tools? 

Mr. Rockwoop. Any industry whic) is being expanded always needs 
more orders. I have no doubt that the National Production Authority 
would tell us that is what is needed to further expand the machine 
tool industry. That is their responsibility. I personally do not see 
how they could expand it otherwise. 

Senator Moony. Here you have a situation where it is testified 
repeatedly that our military production schedules are behind because 
of the lack of machine tools. 

Mr. Rockwoop. Partially. 

Senator Moopy. Not entirely, of course. 

Mr. Rocxwoop. Yes, sir. 

Senator Moopy. I just want toemphasize that seemingly abominable 
situation. 

Mr. Rocxwoop. I think it has to do with the lessening of emphasis 
on the defense program which you mentioned earlier in the hearing. 

Senator Moopy. Do you want to proceed, General ? 


FACTS BEARING ON PROBLEM NO, 2 


General Curisrmas. As far back as April 1950, at the request of 
the Munitions Board and the Air Force, the Army cooperated in 
discussion and studies of the heavy-press program. The tremendous 
cost of 50,000- and 75,000-ton presses, the requirements for unusual 
supplementary equipment, the possible vulnerability of such installa- 
tion to destruction from air attack, and possible Army production 
requirements for such equipment, were among factors discussed. 
Army studies indicated that not only did the original cost make 
American industries’ development of such presses unattractive, but 
contractors such as Cadillae division of General Motors stated that 
overhead costs for the utilization of idle time on even the presently 
known 18,000-ton press was too high for their economical use. 
Finally, the Army stated on April 14, 1950, that current production 
requirements of the Army do not justify procurement of either a 


79.000-ton or 60.000-ton press. 
CONCLUSION ON PROBLEM NO, 2 


At the present time, the Army has no known requirement for heavier 
presses than are secre f on order by the Ordnance C orps, and there 
— are mainly used, . in the manufacture of ammunition shell 

es and shells themse ns S, 

"Senalae Moopy. You do not need these big presses for tanks and 
items like that / 

General Curistmas. That is right. 

Senator Moony. You do not need them ? 

(reneral CuristMas. We are not an interested party. 

Senator Moopy. The chief use, of course, is for big things like air- 
craft wing sections. ; 
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General Curistmas. Air frames and things like that 

That is all I have, sir, in my statement. 

Senator Mcopy. General, I must say both you and Mr. Rockwood 
have been very constructive witnesses, and I would appreciate it if 
you could provide that information we have asked you for from time 
to time. see Mr. Cary has taken notes on it. We are trying to 
gather material here which may have a constructive effect in this 
situation. 

General Curisrmas. Yes, sir. 

Senator Moopy. And I personally am very much in accord with the 
tenor of your testimony. I am hoping we will be able to get coi 
structive results from this inquiry on what the situation is. 

If I may say so, I think oftener congressional committees might do 
well to go at it from this angle rather than from the angle of trying 
to prove that someone did something wrong in the past. I think it is 
a good idea to look ahead and see what we can do now to improve the 
situation. 

Has your Department, General, had to cut back its requirements on 
any vital items due to machine-tool shortages ¢ 

General Curistmas. We do not cut back the requirements, sir. We 
keep worrying about the thing, but in order to be fair with the match- 
ing requirement on the industry of the country for materials under the 
controlled materials plan, when we find we are not going to get the 
tools, then we are not going to ask for the material to have it lie idle 
aluminum, oe , or steel—because not only would we get criticized 
by NPA but by the public. So the two are made to match. It isa 
continuous process, sir. Every month we review our schedules, sir. 
and report on all our 1,200 major important items that represent the 
big money—8)5 percent of our procurement money—and see how we 
are doing. 

Senator Moopy. How many items? 

General Curistmas. It contains about 1,200 items of Army procure 
ment, to represent around 85 percent of the money. It is for what we 
call hard goods, you see. That is not counting food and shoes and 
leggings and things like that. It is for this stuff you are talking 
about where machine tools are used. 

Of course we do not want, and are not allowed, to stockpile materia! 
if we can’t “chew it up,” as the expression is. 

Senator Mcopy. ‘That is certainly a Department policy, because one 
of our troubles, for example, in the State of Michigan has been that 
the contemplated cut-backs of civilian production, which attempted 
to be dovetailed in with schedules for increased military production, 
are going to—and have, as a matter of fact—disemployed many thou 
sands of people. 

The various difficulties that have come up in regard to acceleration 
of production, and the fact that military production is behind sched 
ule, can have terrible economic and social impact on a community if, 
instead of dovetailing, there is a 6- or 8- or 10-month gap there. 

Of course, if you did not do precisely what you have described, turn 
back the metal which you are not using currently, you would have 
a great many more people out of work currently than would other- 
wise be the case. 

I do not subscribe to cutting back the military program, because I 
do feel that an aceeleration of our strength is the best Way to avoid 
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atomic war. But I think that if the military program is being re- 
duced, certainly it would not be wise to let the material he around 
and not use it for civilian production. 

General Curistmas. I want you to understand, sir, in other words, 
we try to get these tools as hard as we can; then when we find they 
ire not forthcoming at the planned date, we correct our request for 
material so that material can go into something else—bridges, pas- 
senger cars, or trucks, or something. 

Senator Moopy. That is the way to do it. 

Thank you very much, gentlemen. 

General Curisrmas. Thank you, Senator, for the chance to tell you 
our situation, and you will be furnished this information, 

Senator Moopy. I would like to have this information just as soon 
as we can, because there are other witnesses I would like to question 
based on the information. 

General Curisrmas. Very well. 

Senator Moopy. So whenever you can conveniently do that, we will 
ippreciate it. 

General Ciiristmas. Of necessity, some of the information you have 
requested is of classified category, sir. 

Senator Moopy. If classified, please make it very clear and on a 
separate sheet so we do not get it mixed in together. 

General Curisrmas. We will so mark it, sir. 

Senator Moopy. However, I would not think it would be classified 
as to the report I have asked for on the disposition of machine tools 
ifter the last war. 

General Curistmas. Oh, no,sir. We will try to put it in such shape 
that you can use it, Senator, and not make it sticky. 

Senator Moopy. Thank you very much. 

The committee will recess. 

( Whereupon, at 11:45 a. m., the subeommittee recessed, to reconvene 
it LOa.m. on Friday, March 14, 1952.) 
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FRIDAY, MARCH 14, 1952 


Unitep STATES SENATE. 
SUBCOMMITTEE ON MOBILIZATION AND PROCUREMENT, 
OF THE SELECT COMMITTEE ON SMALL BUSINESS. 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 457, 
Senate Office Building, Senator Blair Moody (chairman of the sub- 
committee ) presiding. 

Present: Senator Moody. 

Also present: Charles N. Noone, committee counsel. 

Senator Moopy. The committee will be in order. 

Gentlemen, do you solemnly swear that the testimony you give be- 
fore this committee will be the truth, the whole truth, and nothing but 
the truth, so help you God ¢ 

Mr. Sma. I do. 

General GriswoLp. I do. 

Mr. Garuock. I do. 

Mr. WitutaMs. I do. 

Colonel McKwniaur. I do. 

Major Prossr. I do. 


TESTIMONY OF JOHN D. SMALL, CHAIRMAN, MUNITIONS BOARD; 
MAJ. GEN. F. H. GRISWOLD, MILITARY DIRECTOR, PRODUCTION 
AND REQUIREMENTS, MUNITIONS BOARD; LT. COL. THOMAS L. 
McKNIGHT, ASSISTANT CHIEF, DISTRIBUTION DIVISION, OFFICE 
OF SUPPLY, MUNITIONS BOARD; LYLE GARLOCK, DEPUTY COMP- 
TROLLER OF THE DEPARTMENT OF DEFENSE, JOHN H. WILLIAMS, 
OFFICE OF PRODUCTION EQUIPMENT, MUNITIONS BOARD; AND 
MAJ. JOHN PROBST, AIR FORCE HEADQUARTERS 


Senator Moopy. First I would like to welcome Mr. Small here, and 
[ am glad to see him looking so well. 

I would like to say this, and it may as well be in the record: You 
have made a great contribution to the country not only in this mobili- 
zation but in the Second World War. The information, you sort of 
gave out the other day, I think, is an indication not only of the strain 
that is put on vou, Mr. Small, but on a great many other people who 
come down and work for their country, certainly not with the idea of 
any vast salary being involved, but for patriotic reasons, 

I think this sort of incident might well be noted by people who are 
inclined to be critical ina vague and blanket way of evervthing that is 
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done down here, people who do not seem to realize that a very good 
job is being done by a great many people who have given up their ci- 
vilian positions to come down here and contribute to the country. I 
hope you will not overstrain yourself again. 

Mr. Smauu. Thank you, Senator. 

Senator Moopy. Do you have a prepared statement / 

Mr. Smauyi. Senator, my understanding was you did not want a 
prepared statement, so I came prepared to answer whatever questions 
vou might have. 
~ And I hope to clear up some of the confusion that has appeared 
the press from some of the previous testimony. 

Senator Moopy. All right, if you can clear up the confusion, I think 
that will be most constructive. Is there anything in particular you 
want to say about that / 

Mr. Smauyi. There are several of them, but one of the things in 
which there seems to be a confused impression created to the press, at 
least, is on this question of congressional authorizations versus appro- 
priations. I can tell you something about it, but I thought it probably 
would have more force and more weight if we had the Comptroller’s 
Oftice and the Secretary of Defense office talk to the point. The ae 
lem is rather difficult to explain, but once explained, it is quite cleat 

Senator Moopy. Mr. Small, perhaps you had better state your name 
and your position and also of the gentlemen who are with you who 
will testify, for the benefit of the record. 

Mr. Smauy. My name is John D. Small, Chairman of the Munitions 
Board. With me is Mr. Lyle Garlock, Deputy Comptroller of the 
Department of Defense, General Griswold of the Munitions Board, 
Colonel McKnight and Major Probst. Colonel McKnight is from 
the Munitions Board and Major Probst is from the Air Force, who is 
here primarily because I thought some of your questions might be 
addressed to the heavy-press program, which is under the sponsorship 
of the Air Force. 

Senator Moopy. That is right, they will be. 

I take it, you do not entirely agree with the testimony of some of 
the other witnesses regarding the appropriations ¢ 

Mr. SmMaAuu. It is not a question of the testimony, which I have not 
read. It is a question of what came out in the newspapers, because I 
have read them. I have time to read the papers in the morning. 

Senator Moony. L, of course, read those stories, too, and in a general 
way they reflected the testimony. There were a couple of mistakes in 
the he: adlines. 

lor example, one nee adline stated that Mr. Gilpatrie had testified, 
that he favored a $31, billion cut in aircraft production. Of course, 
he did not testify to @, at effect. 

Mr. Sway. That is my understanding, that his testimony was to 
the point, but it was at _— not understood in the press report. 

Senator Moopy. Well, I think his testimony was well reported gen- 
erally, but I feel that there we e a couple of unfortunate headlines in 
the city of Washington, which IT understand caused some disruption 
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and confusion in the Pentagon. But in a general way his testimony 


was rather important. There were some inferences drawn from it 
that I think he did not intend. 
Mr. Smauy. I think one point that is hard to understand is the 


effect on the taxpayer of reducing the appropriations versus the au- 
thorizations. For example, in the case of airplanes which have a 
long lead time, there is no difference in the effect on the taxpayer, 
because actus ally the effect on the taxpayer is the rate of expenditure— 
how many dollars are you going to expend and actually pay out of the 
Treasury in a given fiscal year? And the dollars you are going to 
- ‘nd are the things that concern the taxpayer in any one year, be 

‘“ituse the Tre aASULY De partment does not raise, through taxation o1 
borrowing, any more money than it will actually need. 

Senator Moopy. Mr. Small, is it not true of the President’s budget 
which he sent to Congress, a budget which calls for appropriations by 
Congress, that the committees of the Congress go over that budget 
with the intent of analyzing and, if possible, reducing appropr lations ! 
Appropriations do not, of course, reflect. the expe ndiure during th 
existing or coming fiscal year. 

So that from the st: indpoint of the effect on what taxpayers pay, 
your statement is correct. 

On the other hand, is it not true that from the standpoint of the 
budget as handled by Congress, and the question of discussed rediu 
tions in the budget, the amount of requested appropriations—is it not 
true that when people t talk about cutting the budget by various 
figures—that they are talking about the appropriations / 

Mr. Smauy. That is right. 

One thing I think I should make clear at the beginning. Senator, 
is that there has been no cut-back in the military program. 

Mr. Gartock. May I go back to the question the Senator had / 

Mr. Smaue. Yes. [will come to it right away. 

There has been no cut-back. A lot of people think there has been 
a great cut-back in the military program. There has not been. Some 
of the peaks in the military program, the early peaks, have been 
moved over to fill out the v: alley that comes in later, but more planes 
are being procured in total—not less planes. 

Senator Moopy. My understanding is that you have merely changed 
the timing of deliveries. 

Mr. Smauy. That is correct. But there is a very great confusion 
about that in the public mind, 

Senator Moopy. I think you are right about that. 

Mr. Smauyu. And it is something that would be extremely helpful 
if it were cleared up. There has not been a cut-back. There has 
been a spreading out, if you like, but really an increase in the total 
number of airplanes. 

Senator Moopy. There has been a cut-back in the airplanes and 
other items to be delivered within the next 12 or 18 months, has there 
not ¢ 
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Mr. Smauu. That is right, but that does not mean you are not going 
to get those airplanes at a later date. They are being built. "They 
are under way right now. 

Senator Moopy. That is right. And the question is whether or not 
it is increasing our calculated risk to spread that time out; is that 
right ¢ 

Mr. Smauy. Well, of course, the question of calculated risk does 
come in when you consider the rates at- which you are anticipating 
getting these various weapons, and the military calculated risk has 
to be balanced against all of the other factors in the economy, includ- 
ing dollars. 

Senator Moopy. Oh, I understand that. 

Mr. Smatzt. This has been agreed upon by Government, by the 
executive side of Government, as being the soundest way to do it under 
the conditions as we now know them. I am in complete accord with 
that, even though I, for one, think the danger is very great and that all- 
out war could come upon us by accident. 

Senator Moopy. Iam afraid I agree with you. 

Mr. Smauu. To go back again, Senator, to your previous point, 
I would like to introduce Mr. eee k. That is the reason I said 
I asked him to come up here today, because he can speak with great 
force for the Assistant Secretary of Defense. 

Senator Moopy. Yes, indeed. 

[ would like, if I] may, Mr. Garlock, to say this: Mr. Gilpatrie in 
his testimony the other day—which I think was very constructive 
testimony—was not talking about cutting back the military program. 
We were talking about the timing of the military program and the 
effect of the action of Congress on the appropriations. The sug- 
gestion on appropriations came not from Mr. Gilpatric but from me. 
LT asked him questions inthat area. The reason I did is this: 

I think we have got to do something about reducing the budget. 1 
think Congress is going to do it. I think the country is demanding 
t. The question in my mind is whether we can do it without cutting 
ato the bone and muscle of the Air Force and the Navy and the 
inne: whieh urgently need these items under what is now a new 
timing schedule. It seems to me that the discussion of cutting ap- 
ing x ations in the Congress, when people say they can cut 3 billion 
or 5 billion or 7 billion or 10 billion—there are all sorts of esoteric 
Resi s—they all relate, it seems to me, to this question of carry-over, 
because, after all, the money that is being appropriated this year is 
not going to be spent, all of it, in this year. 

Now it may well be that the question will come on the point of 
whether or not 5 billion or 7 billion or any specific sum is taken out of 

the program, Oo} whet] ler 10 1S iken out of the bookkeeping end of the 


/ 


ne, Do vou see what I mean’ 
Mr. Gartock. Yes. 
Mir. Smauyi. Yes. 
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Senator Moopy. The cut-back has not reduced the total amount of 
deliveries. I understand that thoroughly. But I do question whether 
the fiseal picture of the country should be confused and the country 
should be given the idea that a lot of money is being thrown around 
when, as a matter of fact, some of the ap propriations that are being 
made this year, will not be spent until 1954 or 1955, according to the 
testimony given the other day. 

I am merely exploring the situation at this point, but [ think that, 
first, we must have all the economy and all the reduction in the budget 
that is practical, and, second, we ought to do it if we can, it seems to 
me, without really cutting into the delivery of the bone and muscle 
of this military mobilization. 

I would like your comment on that point. 

Mr. Smauti. Well, [think my comment on that is that in the opinion 
of the military the 1953 budget as presented and the programs that 
flow from it and I have a very interesting chart here which I will 
show you in a minute, which ewe you the relation between the ap 
propriations, if made today, and the time when you actually would 
get delivery of these various things, taking into account the lead 
time, 

Senator Moopy. Now you are holding out your arms. Just for the 
sake of the record, when is the time for delivery é How long lh ad- 
vance, according to your view, may some of these appropriations 
asked for 1953 be stretched out 2 

Mr. Smatu. Mr. Garlock, if you will put the dollar line, the first 
line. on the red arrow where we are now, then the Senator can se¢ 
where you are going to get deliveries. 

(At this point the chart was discussed off the record.) 

Se nator Moopy. This Cc hart and information will be inserted in the 
record if possible, and it certainly will be helpful. 

(The chart referred to follows :) 
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Senator Moopy. I think I understand that in a general way. 

Mr. Smauti. Why do you not hold it here, Senator, and maybe some 
of your questions will apply to it. 

Senator Moopy. I presume you gentlemen are so familiar with it you 
can talk about it without having it in front of you. 

Mr. Garrock. We have a copy of it. 

Senator Moopy. ‘Thank you very much, 

Mr. SMautu. Then if you will permit Mr. Garlock to go into it a little 
bit deeper. 

Senator Moopy. Yes, indeed. 

Mr. Garnock. I would like to go back to your statement concerning 
reduction in the budget. Whether the Congress in its wisdom decides 
to do that, of course, is not the point to which I am addressing myself. 

Senator Moopy. I am merely trying to look ahead, Mr. Garlock, and 
forecast what I think the probable result is, that cert: vainly Congress is 
going to make ever y effort to knock out any waste we find in the budget. 
And I think there almost certainly would be reducti _ in the budget 
over and above any total of waste that could possibly be found. The 
question is how do we make those cuts without hurting the program. 

Mr. GArRLOCK. You do hot accomp lish anything b) subs titutine COl 
tract authority for cash appropriations. 

About 3 or 4 years ago, a movement was led by Mr. Cannon of the 
House committee to clean up the situation with cae to the use of 
contract authority wherein we were given authority to place contracts 
in a given year and then in the immediate following or in succeeding 
vears, as necessary, cash would be appropriated to liquidate the obli 
yations incurred under the contract authority. 

The House Appropriations Committee substituted a system of 


straight appropriations. Cash is withdrawn from the Treasury o1 
the same time schedule, esd of which system is used. The 


contract-authority system confuses the bookkeeping considerably 
because—— 

Senator Moopy. That is my point there, if I may interrupt. 

Mr. Gariock, Yes, sit 

Senator Moopy. I realize the : ee to the bookkeepers of hay 
ing the appropriation on the books, but I am questioning whether it is 
SO ae int to do that that— 

Mr. Gartock. Senator, I am not interested in the convenience of the 
bookkeepers. 

Senator Moopy. I am sure you are not. 

Mr. Garvock. If you will, let me proceed just one more step. 

Senator Moopy. Yes, indeed. 

Mr. Garvock. Let’s assume in a given year that Congress provides 
us with $10 billion in contract authority. That does not show in that 
vear as a cash appropriation, it does show in the totals of what the 
Congress has done. The next year, if the bills for that are coming in, 
we then show an addition of $10 billion to all the new authority that 
we are asking. It is the same $10 billion that we got last vear and 
were charged with; and the total that the Congress is credited by the 
press with having acted on is 10 billion higher in the current year than 
we are actually getting in the new program. 

You can look in this year’s appropriation act and you will find 
instead of the figure that we are talking about of 52 billion. the 
appropriation act when it is all totaled up will be higher, because there 
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is cash included to liquidate contract authority approved by the Con- 
gress in 1948, 1949, and 1950. And all it does is add it in twice: Once 
when you get the contract authority and once when you get the cash 
appropri: ition to pay the bill. It does not make a bit of difference to 
the Treasury; it does not make a bit of difference to the man letting 
the contract: it does confuse the publie. 

We have always assumed that congressional approval of contract 
authority was a guarantee the bill would be paid when it came due. 
Therefore, all that happens is that in the second year, following the 
approval of contract authority, you begin to double up, and the real 
program approved by the Congress becames confused by the amount 
of cash appropri: ated to liquidate prior contract wuthority. 

Senator Moopy. I see what you mean, Mr. Garlock. You are assum- 
ing that the authority to contract for a program is in effect the same 
as an appropriation, from the standpoint of the fact that eventually 
the airplanes that are bought have to be paid for. That is certainly 
true, 

On the other hand, if the Congress should approve a program to 
build so many B-36's, so many F-86’s, and so on, so that you have 
the authorization to proceed with production plans for that many air- 
planes, your plants tooling up for that many airplanes would know 
that they were going to be asked to deliver that many airplanes, but 
the dollar amounts of those airplanes coming up in 1954 or 1955 would 
not now be ente red, Then it seems to me that vou have tightened the 
line of ap paee lations so you do not have these dollars of appropria- 
tions lving around. 

Mr. Satann. They won’t lie around. The Treasury Department 
does not raise the actual cash until it is needed to pay bills. 

Senator Moopy. The program is on the books sometimes for 2 or 3 
vears. 

Mr. Garnock. On the books, but not in the Treasury balance. 

Mr. Smauy. Not in the Treasury balance. 

Mr. Garnock. If what you are saying is that you would tell us or 
give us authority only to go ahead and plan the procurement—— 

Senator Moony. ~- sir 

Mr. Gartock. If we have the author) ity to enter into the contract 
with the producing company, the producer must assume he is going 
to be paid when he makes his delivery. 

eehator Moop YY. Of course. 

Mr. sce Kk. Now. then, if at any time under either system the 
Government decides the ‘Vv Want to meget le program, contracts have a 
provision for | termination and liquidation damages. 

Senator Moony. That is right. 

Mr. Garnock. So you could stop it under either system. 

Senator Moony. That is one of the points IT was making. 

Mr. Smaru. I think one bit of confusion in this may be, Senator, 
that when you are buying a thing like an airplane with a long lead 
time, like a B-36 or B-47, you do noi pay for the airplane all at one 
time, but you do not wait until the airplane is delivered before you 
pay part of your bill. You are paying part of the bill right along 
as the work progresses over that period of 2 vears, or whatever it 
might be. 
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Senator Moony. That is one reason why, of course, you cannot just 
appropriate the money for a certain fiscal year and chop it off at 
midnight June 30. 

Mr. SMALL. Right. 

Senator Moopy. I understand that. 

I do not have the table with me, but my recollection is that the 
program for the fiscal year 1952-53 calls for an approximate carry 
over at the end of that fiscal year for the Air Force, Army, and Navy 
of 856.000.000.000. . 

Now, it is perfectly true that if you said you are not going to spend 
that $56,000,000,000 in that fiseal year, and you can, therefore, cut it 
out of the appropriations, that would disrupt very seriously the con 
tracting and the entire procurement system of the armed services. I 
realize that. 

What I do question, however, is the need for such a huge carry-over. 

I want to return to the point that I think any practical person 
realizes that the budget is going to be cut substantially. The budget 
of this vear is going to be cut substaniially. 

There will be two phases in nrvy opinion of that cut: One, when 
Congress finds or feels that it has found areas of duplication and 
waste that can be eliminated and projects that can be eliminated, tl 
sort of saving that Senator Paul Douglas, of Illinois, has led in the 
Senate with such te ‘ling effects. That is one type of saving. 

The total of that type of saving in my opinion is not going to be 
sufficient to satisfy the urge for a substantial total cut in the appro- 
priations. Now remember, they are cutting the appropriations. Is 
that not correct, Mr. Garlock ? 

Mr. Garuock. That is right. 

Senator Moony. Now, does not the question then eo itself into 
whether the appropriation for delivery in the fiscal year is going to 
be put, which would actually cut back the aadiaoratianditenn you 
said a while ago was not going to be done under the present progr: im 
or whether the reduction or part of it can be taken from ap propri 
tions which will not actually be expended until, as this chart shows 
In some cases 1955, 3 years from now 4 

Mr. Gartock. Senator, if we do not have the authority the first of 
July and place contracts during the next fiscal year, that money 
will never be spent, because getting the authority a vear later and 
putting it under contract a vear later pushes the delivery another 
vear ahead. 

Senator Moony. The thing you have missed, I believe, in the point 
that Mr Gilpatrick and I were discusing was not that you should 
have to delay your program or your orders. My suggestion was that 
a program which the Air Force must have for a number of airplanes, 
in terms of airplanes, to take that specific item, should be approved 
by the Congress. It might not be in terms of so many billion dol- 
lars of contract authority, but the Congress would give its approval 
to that air program, which would enable the Air Foree, since we are 
discussing the Air Force, to 90 ahead and assure its contractors that 
we are going to buy this many planes. Then your reduction, you 
see, instead of coming out of the bone and muscle can come out of this 
bookkee ping item that will not be expe nded for 3 years. 
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That is a very rough approximation of it, but I hope I am getting 
my idea across. 

Mr. Gartock. That is not a reduction. 

Mr. Smau. The taxpayer would not receive a dime of benefit by 
what you are suggesting. 

Mr. Gartock. For one fiscal year the books would show that the 
Congress had appropriated less money. If we were going to make 
good on it, we would be right back to the Congress the next year and 
we would have to have the extra amount. 

Senator Moopy. Would we not be appropriating the money at the 
time it is being used rather than way in advance? 

Mr. Gartock. Senator, we can either operate on the basis of getting 
the money when we are authorized to get the money—we can get 
h, we can get contract authority, any solid commitment we can 
work on when we are before the Congress, or we can get the kind of 
a program authority that you are talking about and go through a 
completely—through an expenditure budget which ever other Gov- 
ernment in the world works on. 

Senator Moopy. That is what I think we should do. 

Mr. Gartock. The budget before the Congress—— 

Senator Moony. I think the taxpayer, if I might say, would in the 
long run benefit because the situation would be much clearer as to 
what we are doing. 

Mr. Garvock. [ agree with you that there are many advantages, but 
the budget system that the Government presently works on is one of 
appropriating funds in advance. 

Senator Moopy. That is what I am criticizing, Mr. Garlock. 

Mr. Gartock. Yes. 

Mr. Smauti. They are not giving you the money in advance. They 
say the money will be available when you need it. You are not t: king 
money out of circulation, not piling it up in a bank or anything. 

Senator Moopy. I understand that. 

Mr. Gariock. It makes no difference to the taxpayer. 

Now the budget that the President sends up here is really in two 
major parts. One is the new authority that he is asking; the other 
is cash expenditures which it is estimated will be made during the 
budget vear. 

Now if we can go back for a couple of years. During the year 1951, 
when the war in Korea broke out, the Department of Defense received 
from the Congress 48.2 billion of new obligational authority. From 
that new authority and from funds previously ap propriated we spent 
19.7 billion. We got the rest of it under contract for items. that are 
being delivered this vear. 

For fiseal 1952 the Congress appropriated $59.2 or $59.3 bilion. We 
are expecting a deficiency of about a billion and a half, which puts it 

little over S860 billion. 

From these combined funds we will spend this vear in the neighbor- 
hood of $40 billion. The rest of the obligational authority is being 
used to put in orders for deliveries in July, August, ap wires, and, 
in some cases, clear into the following fiscal year (1954), because, with 
the big aircraft, with the big Forresta/ carrier, it t: aaa 2 and 3 years 
to get them built, and you have to have authority to build the whole 
thir lo when vou start to mé ake a contract. 


Cas 
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Senator Moopy. That is my point: You have to have authority but 
do you have to have an appropriation of money ¢ 

Mr. Gartock. You come back here to your bookkeeping problem. 
The House Appropriations Committee has in the past few years felt 
very strongly about this. 

Senator Moopy. That is the point—if you are defending the posi- 
tion of Mr. Cannon and the other distinguished gentlemen in the 
House— 

Mr. Garvock. I am not defending the position of Mr. Cannon. It 
happens I joined with him and think he is right, because in the long 
run there is less confusion. 

This way, the request for money is only presented once. You pass 
on it, appropriate it, and it is spent when the material is delivered. 

The other way we come up and say we would like to have a 810 billion 
program. Youapprove it. The next year we are back and say, “Now, 
we would like to have the $10 billion.” 

So we go through that again, and it is all added up, and the contract 
authority is all added up, and the cash, and the newspapers say Con- 


gress appropriated so much over a pe ‘riod of time. Senator, every 
doll: ar of contract aon appears in the appropriations twice. 
Senator Moopy. Well, it appears twice anyway, Mr. Garlock: once 


in the authorization bill and once in the appropriation bill. You 
understand that ¢ 

Mr. Garvock. No; it does not. We do not have authorizing bills 
for all these things. We have a general authorization. 

Senator Moopy. You have an appropriation bill. 

Mr. Gannvock. Yes, sir; and that is the only time it appears under 
the present system. 

Mr. Smauy. The other way makes it, I would think—correct me if 
tam wrong on this, Mr. Gi: arloc ‘k—the other w: ay would give the im 
pression to the country that the Congress is spe nding far more of the 
taxpayers’ money than they are actually spending. 

Senator Moopy. What impression do you think is given to the coun 
try when the country is told that there is a carry-over in military 
appropriations that are not going to be spent in the current fiscal year 
which will be, according to your estimate, $56.1 billion ¢ 

Mr. Smauu. But the taxpayer has not been —e to supply that 
carry-over and will not be taxed until the year in which it is going 
to be spent. 

Senator Moopy. I think the record should show there is not com 
plete unanimity downtown on this point. I understand well your 
position and, of course, respect it. 

As I said earlier, I am exploring this thing because I feel there is 
going to be vigorous action in the Congress to reduce this budget, and 
I would like to see the budget reduced 1 in the interest of the taxpayer 

Mr. Smauu. I think if you reduce the budget, the first point that 
you make, Senator, is picking out soft spots. If we cannot justify 
something to the hilt, that is something else again. 

Senator Moopy. That is absolutely right. That is what we are 
trying to find. 

Mr. Gartock. That we hope you will dig out. 

Senator Moopy. You will remember, Mr. Small, I said in the first 
place a few minutes ago that there were two kinds of cuts in the budget 
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involved here, but in a good deal of the material that goes out they 
are not distinguished and what goes out is that someone says the 
budget could be cut 3 billion, » billion, 7 billion, or 10 billion, 

Now I think my own position is that every soft spot, every bit of 
waste and duplication that can be found in the military budget ought 
to be cut out. Iam glad to see you nodding your head. 

Mr. Smay. We all agree on that. 

Senator Moopy. I am sure you do, and I think there are some spots 
L would like to point out to you. 

Mr. Smatu. But the second kind of a cut you are talking about—— 

Senator Moopy. Now in the second kind of a cut is involved the 
question of whether or not, first, it is a wise thing to appropriate that 
much money so far in advance, and, secondly, it involves the question 
of whether with such a large total appropriated that in itself does not 
generally demand for the other kind of a cut, namely, not a cut of 
waste but a cut in the bone and muscle. 

Mr. Smauu. I think it is the second kind of a cut that would result 
in a cut of bone and muscle, and that kind of a cut, as I say here, 
based on an expenditure budget would not help the taxpayer 10 cents 
worth if we were to keep the bone and muscle which we badly need. 

Senator Moopy. We must keep the bone and muscle. 

Mr. Gartock. May I make my one other point / 

Senator Moopy. Yes. 

Mr. Garvock. In a build-up of this kind the new appropriations 
exceed the expenditures during the build-up. As you begin to level 
off, they equal; and if you drop off, the expenditures exceed the 
appropriation. In 1953 the estimate is that the new authority and the 
expenditures will be almost identical. 

Senator Moopy. That is right. 

Mr. Gartock. So that isa balanced year. I will not make any fore- 
cast as to the next year. 

Senator Moopy. Your estimated expenditure in 1953—I have the 
statement now—is $51 billion. The total available for expenditure 
during fiseal 1953 will be $105.6 billion. 

Mr. Garnock. That is right. 

Senator Moopy. And that calls for a carry-over, including vour 
proposed supplementals of public works and military pay increases, 
of $56.1 billion. 

Mr. Gartock. And in our opinion, Senator, if we are to have pro 
duction continuously in the period after the end of the fiseal year 
about that amount has to be on order. 

poem ator Moopy. In other words, you have to have a carry-over of 

56 billion in order to kee p this thing rolling / 

gt ts Gariock. Yes, sir, that is our opinion. The opinions of the de 
partments substantiate 1t. 

Senator Moopy. I am not arguing the point, but I want to say 
this: Tam making an effort to find out how we can reduce the bud- 
get without cutting into the bone and muscle, and I must sav to vou 
that this suggestion came to me in the first place not from Mr. Gil- 
patric, who, IT understand, was embarrassed by the fact I brought 
it out through him, but from the executive department of the Gov- 
ernment. One man, who is about as familar with the budget as 
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anyone could be—and I am not speaking of the budget director— 
said this was one way that appropriations could be reduced, by re- 
ducing this huge carry-over. 

Now it may be he is mistaken. I am not taking a categorical 
position on it at this time, but I do think it is an area to be explored. 

Mr. Garnock. Senator, so long as we have $56 billion worth of 
undelivered material and services on order, it is ho reduction, ho 
matter what legislative device is provided to us in lieu of a straight 
cash appropriation. The effect on the withdrawal of materials from 
the economy and the timing of the withdrawal of cash from the 
‘Treasury will not be changed. As you say, not only is there not 
unanimity of opinion here, it is a subject oxen comes up every year 
at the time of the appropriations, and there ai » people on both sides 
of the question e: ach vear. 

Senator Moopy. I was jus st going to Say that we are taking a very 
firm position on one side, I do not want the record to indicate that 
is the only side of thought on this question that is represented from 
the executive branch, because there is some difference between them 
on this question. 

Mr. Gartock. That is right, sir. 

Senator Moopy. That is the point I was trying to make. 

On the matter of eliminating waste, you remember our committee 
contributed, and the Hardy committee in Detroit brought out this, 
which I think may interest you, Mr. Small, if you did not see it— 
that in buying automotive parts for Ordnance Corps, the system 
was not to go to the people who made the pei but to buy them 
through dealers and to buy them in some cases through dealers 
that did not ordinarily deal in them. In one case it was shown 
that the Army was buying at a rate per piece in mass greater than 
vou and I could drive into a gas station and buy one for ourselves 
on the civilian market. 

I suggest that if it has not already been done, and it may have 
been done, that that particular method of buying is one ae that 
could be looked into and revamped. You may remember that the 
analysis by the Hardy committee staff experts that went into this 
thing indicated in 3 vears the extra costs of that one item alone was 

$304 million. It seemed to be a fant: istically large figure, but that is 
“aa at it figured out according to this man that made the analysis. 

I am sure that is the sort of thing vou meant when you said we 
ought to find waste and eut it out. Isthat right / 

Mr. Smauu. That is right, if true. 

Now on that case, as on any other example that can be brought up, 
if we could know before we appear at the hearings what point you 
want to cover I would have the facts and lay them on the line. 

Senator Moopy. I know that. You have a reputation for that, 
Mr. Small. Of course I know you are not dodging the question or 
anything like that. 

Mr. Smauyn. No, IT am not. 

Senator Moopy. Of course vou are not. 

Mr. Sma. It is impossible for me to know every transaction. 

Senator Moopy. Of course it is. I want to say that I am not 
critical of vou because you had nothing to do with it. 
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I want to bring out that the committee is very cognizant of the fact 
the only way to cut appropriations is not just by cutting down the lead 
time. 

Have you made your point on that? 

Mr. Saux. Ithinkso. Is there any more you want to add 

Mr. Gartock. No. Thank you, Senator. | Leaving room. | 

Senator Moopy. Thank you, Mr. Garlock. 

Mr. SMALL. Do you want to go on to another point / 

Senator Moopy. I want to 70 On to machine tools. 

Mr. Smatyi. Do you want to go on to that or another point that 
bothered me 

Senator Moopy. Is there another one that bothered you ¢ 

Mr. Smauu. Yes, sir; definitely. 

Senator Moopy. What is that ¢ 

Mr. Swany. The reports that came out in the paper about the flip- 
ping of coins to decide priority and how priority lists are formed, 
et cetera. 

Senator Moopy. I think that is a very good thing for us to discuss. 
I am glad you brought it up. 

Mr. Smauu. All right. The _ is that at the beginning of the 
last war we had a priority list by broad categories of items which 
worked fairly well in the early days of the effort back in 1941 and 
1942, and then had to be very greatly changed as you went forward. 

This time, contrary to the impression given to the people, at least 
through the newspapers, back in—well, let me say this: ‘That in peace- 
time the military share of production in this country is so relatively 

all that there is no difficulty in getting delivery on the things we 
at Our share of production is so small that we can get the things 
ve are given the money to get without any need for priority. 

Phat is always true in time of peace. 

Now the military believe, and believe rightly, that in order to fight 
a war you need a balanced force. In other words, if it is vehicles 
vou need, you need not only the wheels but the a gear, the elec- 


trical gadgets that are on the car, the gas tank: you need all of those 
fetcaeceaa are vital noe oper ation of the vehicle. In other words, 
for the vehicle to run in operation, you need every element of the 


vehicle. 

Senator Moopy. That is right. It does not mean, however—does 
it—that you necessarily have to divide in approximate thirds the 
priorities or the appropriations? It may come out that way, but 
mieht it well not come out that way for a balanced force ? 

Mr. Smauu. As a matter of fact, that is again a misapprehension 
based on lack of information, I suppose, on the thing. 

You take the so-called “S” urgency, which is the top urgency 
column in our listing. The amount of material going into the indi- 
vidual ea is not divided into thirds in the top category by any 

nner of means. And, if that impression were given to you, it is 
drastically wrong. May I give you the figures? 

Senator Moony. Yes, indeed. Go ahead. 

Mr. Samay. Out of the top urgency the Navy got 1.1 billion. That 

the value of their items that are included in top urgency. The 
Army got 2.6 billion, and the Air Force got 4.1 billion. 

Senator Moopy. That is top-urgency category ¢ 
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Mr. Smauu. That is top-urgency category. And that comparable 
relationship goes down through category 1. 

In numbers of items that are on the list, for convenience, for 
administrative convenience, you cannot compare a program for 
bazookas witha program for B-4 

Senator Moopy. That is for sure. 

Mr. SmMauu. You see what I mean ?/ 

Senator Moopy. Of course. 

Mr. SMALL. 1") erefore, ill the wal down [ oO} o}) the urve 


it is not divided into thirds, except in numbers of ite for ad 
trative feasibility for the individual services as to what comes fit 
their services. But In Inipacl on dollars, Hhipact On mraterta 
on everything, it is not divided into thirds, 

Aj a the dollar viulule Is a pretty food mea ney vo (| 
The dollar value IS a’ Very wood indicat! Mm Of Vou! " 
which follows rieht straight down through the line. 

Senator Moopy. [ see. This top urgency “ss 74s what 
“brickbat” list that vou are speak of there / 

Mr. Sumani. That is correct. I am very sorry that the wor 


“brickbat” came out in the testimony. It 
not like to talk about. 

Senator Moopy. Mr. Small, that has been out before: that ot 
new here. 

Mr. Smacu. | do not think it came out in headlines, fortunately, 
until this time. But we call the top urgency the “S” urgency) if 
you want to eall it “brickbat.” it is all right. “Brickbat” is 
hame, 


Is something that we do 


The other one was that there was evidently Hh Lepore 
that the Joint Chiefs are Hipping coins to decide 

Senator Moopy. No: it was not testified it wa t tie lo ( 
who flipped the COIN, 

Mr. SMALL. They certainly did not. I would like to p 
down—that the Joint Cliefs are not flipping coins t 
problems of this kind. 

Senator Moopy. Well, my understanding was that the pro 
in the flipping of the coin was carried on by some colonels 

Mr. Smautu. If I can tell you something about the prior I 
think it would be helpful to you and to any others that 
in this thing. 

As Tsay, we had a priority list back in the last war, and t 
in time of peace, the military are able to wet, of course, « 
that they are given money to get, which is not much. TI 
you do not need priority because vou can vel all ot the th 
need in time of peace. 

However, 1h preparation for a time of trouble, ba 
or early 1949 the Munitions Board brought the quest on o 
up again with the Joimt ( hiefs, and if said then that we 


some kind of system which will give us—give not just the 
Board but everyvb «ly concerned 11) the Service hada 
tive priority or urgency so we can make decisior 
echelons without slowing things up. 

Senator Moopy. That was whe F 


Mr. Swann. That was in early 1949. 


/ 
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Senator Moony. When did you get the list ¢ 

Mr. Sma. Can I proceed for the minute on it ¢ 

Senator Moopy. Yes, indeed. ] would like to know. 

Mr. Smaus. I would like to give you the sequence of what happened 
on this thing. 

Senator Moopy. Is it not true that the list did not come out until 
late this last vear! 

Mr. Smaux. That is right; but it is for a very good reason. 

Senator Moopy. All right »§ would like to know it. 

Mr. Smauu. The initial approach that we made to the problem was 
by assigning relative priorities, or urgency ratings, to different mili 
tary missions, by military tasks, and we recommended to the Joint 

Chiefs that we do approach the question of relative priority by tasks. 

The Joint Chiefs came back and said that in their opinion at that 
time—this is back in 1949. and none of us disagreed on it—since all 
of the missions or t “ii were of relatively equal importance, so long 
as we could get everything that we needed, we did not at that juncture 
have to set up such a list, and if you did set it up, that the mission 
approach was not the right approach. 

This was back in January of 1949. The Joint Chiefs went over the 
study and did not agree with it, and then the Munitions Board came 
up with another proposal, which was a proposal to assign priorities to 
broad-use categories rather than missions, broad-use categories of 
veapons, such as the M47 tank, the F-S4-G airplane, the jeep, and 
sO On. 

You see this problem is one that goes look at this chart again and 
you see that the need for relative prior ity ¢ goes Way bac k long be fore 
the weapon is going to be used. In times of shortage you need the 
priority to get the steel that later will be fabricated into a wheel, for 
example, that later will be used on an armored vehicle. 

Senator Moopy. Oh, ves. 

Mr. SMALL. So, it is not as simple as it appears on the surface. 

Senator Moopy. None of these things : are slmp le. 

Mr. Smaux. No; they certainly are not. 

So, as [ said, in February of 1950 the Munitions Board came up 
with another proposal, another method of attack on the thing, which 
was by the broad end-use categories. That, the Joint Chiefs then 
decided, was still not satisfactory. Also, we must remember that in 


‘ “4) . : 1? . 1] 41 is "i ° . . . 

1950 we were still able to get the things we needed without priorities 
j 1) . . 

and we should not at that yuncture go through a lot of useless work. 


We kept on this thing, and we came up with a still different plan. 

On November 50, 1950, we approved in the Munitions Board a gen- 
eral framework of a military urgency system. 

Senator Moopy. You say early in 1950 you had been able to get these 
things without difficulty: and, therefore, someone suggested there was 
not much use in going ahead with the thine. But. of course, in June 
Lo 'the Korean war started, which finally changed the situation and 

so changed the e economy ; is that not true? 

Mr. Smauv. Yes. But in the begi nning of the build-up, in late 

990, we were still able to get all of the things that we needed without 
running into difficulties or conflicts as between programs. 


Phe Ol vr ison tor a pl Oo! ty system is ane asy way of resolving 
conflicts: Whiel program ol weapon do you vive it to? Do vou give 


— 
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it to the tank or to the airplane, or do you give it to the ships? That 
is the only reason for the priority list. 

There are a lot of people that get a very wrong idea about what these 
priority lists are for. The “Vy are for an easy Way ot resolving conflic 1S. 

Senator Moopy. I think that is rather obvious. 

Mr. Sm atu. It isobvious. A lot of peop le rere k there is some magic 
to the thing, but there is not. The purpose of it is to resolve conflicts, 
and the relative urgency list IS. ot course, COnLp le tely fluid and chang 
ing with the new weapons as they come in and their relative impo 
tance, and where you put them. 

Senator Moopy. Let me ask you there, if | niay you say the list 
is changing with the new weapons, and you also say with impressive 
testimony, I think, there is a difference between the amounts appro 
priated for in the top-urgency category. 

The fact re mains. however, that of f the 
lieve it was 12—those were divided evenly. 

Mr. Smauzi. Only in items. 

Senator Moopy. Only in items. But it was testified here the othe 
day that the F—s4 airplane is not in that top urgency List. 

Mr. Smauyu. That was the election of the Air Foree, because the Au 
Force—I might as well come out very frankly and say it—the Ai 
Force wanted everything they had in the top urgeney, which would 
have completely ruined top urgency. If everything is urgent, nothing 
is urgent. 

Senator Moopy. You do not quite mean that; do you ? 

Mr. Smauu. I do mean it. Of course I mean it. 

Senator Moopy. Do you mean to say the Air Force wanted to have 
trainers ri ated ahead of mine sweepers and ow inition / 

Mr. Smauyu. I would say they wanted to have 90 percent of thei 
program ahead of anything else of the rest of the services except a 
few things the other services might want to come in with, and they 
feel it ver ‘vy strongly. 

General Griswoip. Can I say a word! TI have a blue uniform o 
so please excuse me. But actually the Air Force believes the Joint 
Chiefs have given them a mission and in order to accomplish that 
mission they need a large part of their program in very top urgenc 
So, let's not say the Air Force thinks that. The Air Force believes 
that is what the Joint Chiefs want done. 

Senator Moopy. The point I me trying to bring out here—and this 
came in quite parenthetically, but I think it is important because it 
goes to the question that you brought up a few minutes ago, Mr. Small, 
about which is the most important and who gets what that is scarce 
It was brought out here that for various reasons, some of whic os may 
hs ave been good, this top- urgency list. whie h you say this morni ng was 
started through the works in 1949, still was not in existence a veat 
after the war started, and did come into existence about 18 months 
after the war started. 

Then another point that excited the curiosity of the committee was 
there was an even division of those 12 top items, and that there was, 
| understand, not a coin tossed, but somebody dropped some pape rs 
on the floor and picked them up, and the fe llow who eot No. 1 had 
the first. But. nevertheless. in the urgency you did have—it v 
Air Force, Army, Navy. That was the way it came out 


lv most urgent items | be 


97620 12 18 
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I am not questioning your testimony, I am simply saying that ap- 
parently, from the facts developed here the other day, that was the 
ease. If it was not, I would be glad to have you clear it up. 

Mr. Smauy. Well, let me try to clear it up. 

The Joint Chiefs give broad guidance—how many divisions, how 
many air groups, how many this, that, and the other, and what is 
the general picture, the plan of action, and war plan, and so on, ‘Those 
ire translated into weapons by the individual services, as I am sure 
vou know, and are checked against the war plan and against the JCS 
cuidance to see whether or not they are in conformity. 

Now, the individual weapons then come up as requirements. Let's 
take a bazooka versus an M-47 tank. Do you need all of the bazookas 
before vou need any tank, or all of the tanks before vou get any 
bazookas? Obviously not. You understand that? 

Senator Moony. Of course. 

Mr. Swavn. You need that most urgent portion of each one of these 
things which make up a balanced team. Not all of the whole pro 
gram need be ahead of everything else in the system. 

Senator Moony. Of course not. On the other hand, if there is a 
shortage in a certain type of equipment, like the fighter airplane, it 
is a little shocking to find they were not in the very top list. How- 
ever, Lam not presuming that you are wrong. T just do not have the 
information. 

Mr. Swann. The figures which I gave you showing what is in the 
superduper “S” group, the relative amount of them, T think is indi 
cative of the careful study this thing has received and the emphasis 
which has been given to the Air Force. 

Senator Moopy. That does indicate that. 

Mr. Svauu. Well, it certainly is behind it. That is the reason 
why those figures come out that way, hecause of the emphasis which 
- heine oiven. But. certainly, everything in the Air Force. or 90 
pereent of SU percent of everything Wn the Air Force. is not above 
everything in the Army or the Navy. 

Senator Moopy. Well. this committee is certainly not saving that. 

Mr. Swauu. All right. . ral 

Senator Moopy. However, I am still curious. You say no coin was 
tosse], 

Mr. Smauu. Then let me go on. 

Senator Moopy. How was the decision reached as to alternating 
these things? 

Mr. Smaui. We went through calendar 1951—I will talk in calendar 
vears. As we went through calendar 1951 we came into more and 
more shortages and we came into more and more problems where 
various programs needed scarce things. be it ball bearings or small 
motors or anything you like, and we were having increasing difticulty 
on those things. ; 

In the first half of 1951—well. the first three quarters of the year 
of 1951—those conflicts which came up we were able to handle. be 
enuse, as I say, the load wis 1} creasing, but the numb rs ot Chses that 
were coming up Mm conflict were not too burdensome, and we were 

dle them in a group in our organization. the Munitions 
Board. a group we called the Rating and Allocations Committee. 
ator Moopy You were, however. conscious of the fact there 


e TO hal 


were a good Many people in the executive branch who were very 
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anxious to get the sort of euidance that a list of this sort would have 
provided; were you not? Was not there some pressure brought ¢ 
Mr. Smauu. Late in the year. In July, August. and September, o 
August, September, and October, 1951, if you like, those pressures, 
both from the other side of the river and from our side of the river, 
were building up, because we were running into many cases of con 
flict. Therefore. we cis | need some simp le. tle xible aaieies wl h 
would permit us to resotve these things without too much necessity 
for going up topside to trv to find out what the answer would bs 
Now, as | say, during the first three quarters of the vear, w! 1 


cases of conflict were Increasing, we were al 
} 


device of having a group of people take each case and resolve it If 
they could not answer it. thev handed it to the Joint Chiefs V 
few had to be so handled because we could work it out without havin; 
to ove it to the Joint Chiefs. 

However, as thi year progre ed, it certainly became obvio tO 
to me, that the time had come when we | ito hav this kuir | 


priority list. It hecame obvious also across the river, and we made 

Senator Moopy. When you say “across the river,” you are primarily 
referring to ¢ivillan—— 

Mr. Swann. Civilian agencies. 

Senator Moony. Mr. Wilson’s and Mr. Fleischmann’s agency? 

Mr. Smauu. Yes. 

Again going back to the point of that relative urgency list. the 
only value of it is to determine, if you have only fot one scarce com 
ponent and all three services want it—the question then is—who gets it. 

Senator Moopy. That is obvious. 

Mr. Svwauu. Yes. Now on September 7, 1951 a Department of De 
fense directive brought the militarv urgencies up to date and estab 
lished four relative military urgency categories—"S”. 1, 2.and 3. based 
on our product ion schedule procedure, which covers the major items of 
equipment we are producing which account for about TO percent of 
our procurement dollars. 

In the Allocations and Rating Committee they could 
that directive since an agreement could not be reached with the three 
services on the items that should eo into the various cutegories. 

Hor example, 93 percent of the aircraft was proposed for category 

2 percent for category 2. and: » percent for « ‘ategory 5. 

’ Senator Moopy. You mean that the Air Force wanted to put 93 
percent of its aircraft in category 1, 2 percent in category 2,5 percent 
in category 5 

Mr. SMA. Yes, sir. 

Now we proposed a more reasonable relationship, 10-30-30. We 
proposed that kind of a percentage of programing mn these individual 


hot imple lent 


categories, 

Senator Moopy. Now, the Congress passed a law unifying these 
services, 

Mr. Smautu. Not quite, sir. 

Senator Moopy. Well, it is known as the Unification Act. Perhaps 
it does not work. 

Mr. Smarz. The law says they shall not be merged. 

Senator Moopy. Not n erging them but unify ing them. 

The thing that struck me the other day was that there had not b 
the sort of analysis that you say was made fir ally of these individi 
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items, so that without splitting it up three ways—I think it is quite 
obvious when you do alternate one service, the other service, and the 
other service, there has not been an analysis of the entire list of 253 
to find out whether 93 percent of the Air Force or 70 percent of the 
Navy should be up there. They did split it three ways, did they not, 
in the sense that 1, 2, 3, and then they would start 4 with Air Force, 
and 5 with Army, and 6 with Navy. Isthat not right? 

Mr. Smauu. In assignme nt of items and quantities of those items, 
it was assigned on the 1, 2,3 basis. But you must not confuse that, if 
you really want to understand the picture clearly. 

Senator Moony. Of course, I want to understand the picture clearly. 
That is the reason I am here. 

Mr. Smauu. To put an F-84 against 1 ship or against 5,000 bazookas, 
let’s say, is not a fair equivalent. They happened to put those up 
because they were short of them. They wanted to get them fast and 
so. forth. In most cases there were no conflicts. There are not 
conflicts ae 

Senator Moopy. In these 1, 2, 3 split-ups, about the third echelon 
down, whatever you are matching was between Air Force, Navy, and 
Army. 

If you have one Navy item that was more urgent than an Air Force 
item, anda —- tool was at stake, as to where it would go, never- 
theless, if in the ! Navy list of priorities thi it Came in category 3 or 4, the 
other item if it came in would be ahead of the Navy item even though 
in the over-all picture that might be more important: is that right ¢ 

Mr. Smauy. No. If you had an item on the list that is No. 47—let’s 
eall it the B-47, for example—and it suddenly turned out that you 
needed just one certain machine tool, it was a bottleneck, to make the 
B47, and that they just had to have it. In such a case, on request 
of the individual department, the problem would be picked up and we 
would get them that single machine tool as an exception and without 
harming all the program that came ahead of it. 

Senator Moopy. That would be picked out of the rest and moved 
forward ¢ 

Mr. Smatu. You would not pick out all of the bazookas and move 
them forward, but you would pick out the machine tool and expedite 
it through so they would get it. Do you see what I mean / 

Senator Moopy. I do. 

Mr. Suan. Anyway, right through the year 1951 there is a whole 
series of actions here that were taken by the Munitions Board trying 
to get a system of urgency adopted, and this is particularly true from 
August and Se ptembe ron. Week after week actions were taken trying 
to get a system of urgencies that everybody could agree was a sound 
one, and various expedients were again tried on the thing. 

There was still the impression that the number of cases requiring 
resolution was not so great that we had to promulgate such a banding. 

In November, we did pick up the fact the Army really was in trouble 
on certain classes of ammunition, and that one was taken to the Joint 
Chiefs, and said, “Let’s make an exception and put this one up at the 
top,” and the Joint Chiefs said, “O. K..” and it was done. 

Then as a makeshift, we set up a list of about 15 programs which we 
wave to the agencies across the river and said. “These are important 
In any event, and we need some help on them, and we ask you to help 
us out on those things. - 
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We still kept trying to get the complete priority list. 

Then we asked the Department to come up with the list by weapons, 
by quantity, not the whole program, but a part of the program, which 
had the urgency that put it up to the top. 

Senator Moopy. The most urgent part of the entire program ? 

Mr. Smauy. Well, let’s call a program a hundred percent. How 
much of it do a want to put in slot 3, how much of it do you want 
to put in slot 4, how much of it do you want to put in slot 8, or 200, 
whatever it she Ns be? See what I mean ? 

Senator Moopy. Yes. 

Mr. Swann. That kind of analysis of their individual programs 
based on their needs, their inventory assets, and everything else. And 
the *\ did come up with it. Each of the services came up with such a 
list independently. 

Senator Moopy. When was this? 

Mr. Swauyu. That was in December. 

Senator Moopy. 1951 7 

Mr. Smauzi. December 1951. The services came up with that kind 
of a priority analysis of their program, 

Senator Moopy. ] see, 

Mr. Swany. Then the Munitions Board and the services got together 
to try to integrate or mesh the three service lists into one list, to try 
to mesh it together into one list. And we meshed the thing together 
and then recommended the list to the Joint Chiefs. 

Senator Moony. Now, how did you determine this Air Force, Army, 
Navy rotation ? You did not decide, for example, that imstead of 
going over the entire list of 253—is that the right number: something 
like that ? 

Mr. Sane. Remember that this 200-o0dd items that are on the 
urgency list are group 1, which is below the S. 

Senator Moopy. Yes. 

Mr. Swann. That each one of them was graduated by priority with- 
in each department by that department. 

Senator Moony. Was what ? 

Mr. Swaun. Graduated, slotted by the Departinent, as to what they 
thought was No. 1, No. 2. In other words, they arranged them in 
order of relative urgency. 

Senator Moopy. Then instead of you and those that worked with 
aa! Cs aking those three lists and me rene them from the standpoint of 
pel haps +) percent of the Air Foree items— 

Mr. Swann. This is all category 1, now. not 2, not 3. 

Senator Moony. I see, all e ategory 1. But ins tead of trying te 
decide the relative urgency as between the three lists submitte d by. ihn 
se rvices, you clee ided to rotate it as bet wee n the re lative lists of the 
three services: 1s that correct ? 

Mr. Swans. Tam not sure [ understand you. Will you repeat it ? 

Senator Moopy. Instead of taking the entire list as submitted b: 
the three services in their relative eraduation ot urgeney and deciding 
from the entire list which of the items are the most urgent and rating 
them in that order, you appear to have taken these three lists as they 
stood and alternated between the three services: Is that correct 4 

Mr. Smatu. No, it is preceded by a discussion with all three services 
present. Remember that. 
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Senator Moopy. I am not saying you did it. But I am saying that 
is What was done; is it not ¢ 

Mr. Smauut. Remember each service had come up with a list and 
said, “This is my item 1, and this one is my item 2, in relative urgency.” 

Senator Moopy. Yes. 

Mr. Smauu. We sat down with that with the services, and there was 
a lot of argument. 

Senator Moopy. I am sure of that. 

Mr. Smatu. There were items a up — down in all of the 
services, The Army might say, well, “Navy, I don’t think that item 
ought to be up here in slot 2.° And the Navy on say they did not 
think some thing else ought to be up there. 

Senator Moopy. But the point is you did not take—— 

Mr. Smauu. We finally got all of them to agree that each of their 
l’s were of equal urgency, each of their 2’s were of equal urgency, 
each of their 3’s were of equal urgency. 

Senator Moopy. They agreed to that ? 

Mr. SMauu. Sure, they agreed to it. 

Senator Moopy. It did not sound as if they did the other day to me. 
M: aybe they did. 

Mr. Smauu. I again go back to the fact the Air Force still had in 
the back of their head they ought to have 93 percent of the program 
up ahead of anything. 

Senator Moopy. When they agreed to it, then perhaps they had a 
reservation ; is that correct / 

Mr. Smatv. Without question. But I would say that they were be- 
ing reasonable, because it just made common sense that the situation 
there was true. 

Now, you had then a series of three 1’s, three 2’s, three 3's. 

Senator Moopy. That is exactly the point I am bringing out. You 
say that the Air Force, Navy, and Army came to an agreement that 
their L's were of equal urgency, their 2's were of equal urgency, and 
their 3’s, and right down the list. Therefore, you could alternate them. 
Is that right ¢ 

Mr. Smauu. Yes. And always with the proviso that if any service 
felt that slot 92, an element in it, should be 1, they could always come 
back and lay it out and we would shift it if the other two services 
could not beat it down. If it could be justified, it could be shifted 
to any slot they wanted. 

Senator Moopy. If shifted from 92 to 1, would they have to move 
every other item down the line / 

Mr. Sma. All the —_~ rs would move down. 

Senator Moopy. The Navy or Army or Air Force could not take 
their item 92 and say it should wl 1 in the whole list and leave the rest 
of it alone? 

Mr. Smauti. You are leaving the rest alone, except it falls back 
behind that one. 

Senator Moopy. You are taking Air Force from No. 1 and dropping 
your Air Force item down to 4, the one that would have been 1; would 
you not! 

Mr. Smauu. If the Air Force had an item in No. 4 that they felt 
should be in 1, they could do it by coming in and laying it oa the table 
and justifying it. 





—————— 


MACHINE-TOOL SHORTAGES 275 


Senator Moopy. What would happen to item 1 in the Air Force, 
then ¢ 

Mr. Smautu. It would become 2—or, rather, it would take the next 
lower Air Force slot. 

Senator Moopy. Become 2 / 

Mr. Sma. Yes. 

Senator Moopy. I see. I do not think this point is very important, 
because you obviously did decide to alternate these things, rightly or 
wrongly. 

Mr. Smauu. Well, you had three 1’s, 

Senator Moopy. Yes. 

Mr. Smauu. What diffe rence does it make if you get three things 
that are equal, if you are tabulating a ‘ist, whether you arrange it in 
order, as Army, Navy, Air Force, or as Air Force, Army, Navy? It 
did not make a bit of difference. rae in the 

Senator Moopy. That is the point where the com was tossed or some 
other method was taken to decide which came first: is that the idea 

Mr. Smaus.. Well, there was no coin tossed. 

Senator Moopy. Do you want to say what happened ¢ 

Mr. Smauu. The services and the Munitions Board, as the Munitions 
Board, sent it out to the working staff and said, “Come up with an 
answer,” and they did come up with an answer. ‘They said if you got 
three 1’s that are equal——what is it, Air, Army, Navy 4 

Senator Moopy. Alr, Army, Navy. 

Mr. Smaui. It happened to work out that way. I say that the 
point has no importance whatever, because the none things in slots 1, 
2, and 3 actually get the same treatment. The 1, 2,5 all get the same 
treatment. It cannot be otherwise. 

Senator Moopy. I think whether or not the coin was tossed or 
whether the ‘vy wrote 1l%adona piece of paper and drop ped them on 
the floor and picked up the paper does not make much difference. 

Mr. Smautu. We cquld have had slot 1, with subdivisions A. B, ¢ 
all of them being equal, and actually what we did was the same thing. 

Senator Moopy. Now, General Griswold, may I ask you a couple 
of questions ¢ 

General GriswoLp. Certainly. 

Senator Moopy. You said a — ago you felt the Air Force felt it 
had been given an assignment by the Jomt Chiefs of Staff which 
called for priorities in higher echelon than apparently you were 
assigned. And Mr. Small testified that the Air Force wanted 9% 
percent of its aircraft in item 1. Do you want to comment on this 
general situation regarding the fact that the Air Force apparently 
was not given the priority which the Air Force felt it was required 
to have to carry out its assignment / 

General Griswoutp. I am a member of the staff of the Munitions 
Board. I wear an Air Force uniform 

Senator Moopy. I understand that. | 

General Griswoip. But I am assigned to the Munitions Board. 1 
want you to know that. 

Senator Moopy. I understand. 

General Griswoip. That is strictly a matter, in my opinion, for 
the Joint Chiefs of Staff. It is not the business of the Manitions 
Board to determine, in my opinion, which is the most important thing 
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that the armed services do. I believe that is strictly a Joint Chiefs 
of Staff matter. 

Senator Moopy. Who did determine it ¢ 

Mr. Smauu. The services determined which slot they wanted their 
stuff in. 

General Griswotp. They all assumed they had guidance. Nor- 
mally you naturally feel the high school you go to 1s a better high 
school than the one in the next bloc k. Iam sure they are all sincere 
and the Air Force, Army, and Navy all equally sincere. 

Senator Moopy. I am sure of that, too. 

General Griswoip. In believing in the importance of their mission. 

Senator Moopy. I am sure of it, too. 

General GriswoLp. In eect for the things they need to accom- 
plish these missions the Air F a naturally stands up for its mission 
first, and the Army and the Navy also. I think that is the way it 
should be. 

Senator Moopy. It would be a weak service if it did not stand up 
for its assignments. 

General Griswoip. That is right. The Congress has given an in- 
dication of the American peop le’s idea of relative priority of missions 
Ly the amounts of money they have appropriated to the three services, 
and I would be prone to accept that as guidance. I do not know the 
mounts. Ido not recall the amounts that were appropriated for the 
three services, but I do know the Air Force had considerably more than 
either the Army or the Navy. And, as Mr. Small explained, on the 
S list the Air Force had a total equal to the combined total of the 
\rmy and . avy items in the S category. 

Senator Moopy. That is money ¢ 

Mr. Smauyv. Money is the same thing as material, the same as man- 
power, the same as labor, plants, everything. 

Senator Moopy. [mean not in items but in money. 

Mr. Satu. I say that money is a good measuring rod of materials, 
hanpower. 

Senator Moopy. I understand that. I mean not in separate items 
but i money and actu: v1 ce ‘liver ies, Is that the point ? 

Mr. Smaun. Yes. sir 

In other words, the Air Force on this team is getting as much help 
prioritywise as both services combined. 

Senator Moopy. Now, have you cleared up the second point ? 

Mr. Saas I do not know. Is it clear ies 

Sen *Moopy. I think I understand 1 

ie: Smauy. The priority list that we sent down, that we recom- 
mended to the Joint iC hiefs. if the ‘v had felt that they wanted to move 


ll of the : — mes up to the top of group 1 ahead of the Navy or the 
Army, they could have done that. They did not do it. 
I reemphasize what was just said here: It is not the function, as I see 
it, of the Mu ions Boards, of myself and my staff, to determine 
hether a assis is the most important thing we need or any other 
weapon. That isthe function of the Joint Chiefs of Staff. 


y 


Senator Moopy. That is obviously the responsibility of the Joint 
Chiefs. who are charged with the defense of the countrv. 

Mr. Smaun. That is right. 

eel itor Mo DY Mr. Small, W hat has been the effect of the machine 
ool shortage on production of defense weapons 
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Mr. Smauy. Well, at the start of the program, at Korea, we had a 
machine tool industry at a very low ebb. The machine tool industry 
is a feast and famine industry, and we had the machine tool industry 
at a very low ebb. 

With the defense orders coming out, you remember the time schedul- 
ing, and when we got our money, and how fast we could get the 
contracts out, and so forth, we did not get it all done on June 30 or 
June 2S, 1950, 

Senator Mcoopy. Yes. indeed. 

Mr. Smauty. But over the next 6 months, and in getting ready for 
this build-up, we ran into an acute shortage oft machine tools. We 
were running, just before Korea, at an annual rate machine tool 
industrywise of slightly over $200 million a year. 

That obv lously to all of us was not enough, that we had to get more 
machine tools, and get them just as fast as it could be done. 

After the declaration of the national emergency in late 1950, we 
started to press for action. 

We recommended e arly in 1951 that the machine tool industry be 
built up from an annual production of $200 million to the point where 
they could produce by the end ot cale ndar 195] about a billion doll: ars 
. vear capacity, be running at an annual rate of a billion dollars. And 
by the end of 1952 that they should somehow or other be built up to be 
running at the rate of about a billion and a half dollars annually, 

At the peak of World War II the annual rate was about a billion 
three bette million in output or production, 

So we recommended every effort be taken to increase production of 
machine tools. 

If you hke. ] can go through. and I will be delighted to do it. by 
cause I think that there has been a lot of misinformation about this 
thing—— 

Senator Moopy. Go through what / 

Mr. Smauyu. What ? 

Senator Moopy. You said you would like to go through something. 
What do you want to go through ? 

Mr. Smauu. About the duficulties that were there and what was done 
about them. and the charges that nobody was awake to the fact we 
needed machine tools. T will assure vou we all were awake to the fact 
we needed machine tools. 

Senator Moopy. This committee has never implied there was no 
sense of urgency on your part with regard to machine tools. 

Mr. Smauy. We are now producing machine tools, I might add, at 
about four times the pre-Korea rate, which is a pretty good build-up, 
and it is expected that we are going to reach a going rate by June 
of this year of about a billion two hundred million: and that by De 
cember of this year the industry will have reached a going rate of 
around a billion four hundred million. 

If you remember, | said that we had recommended that they be up to 
a billion five by December 1woD. They will be practically at that 
point by December LO5Y. But a billion two rate by a of COUrse, 
means a sharply rising curve of production and is beginning to iron out 
a lot of our troubles. to ease a lot of our machine tool s ho iortages. 

Everybody—and I mean everybody—contractorwise—thought the 
had to have all their machines yesterd: ay or day after tomorrow. There 
was none of them could be stretched out or de laved; that obviously 
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is not true, so when you sift all these things down and get them on a 
reasonable working basis, the machine tools, we are as of this moment 
about 8,200 tools short of what we want to get. Those are for top 
programs and we want them delivered between now and the end of 
December. That figure is for critical tools, not total tools. 

Senator Moopy. Do I understand correctly that by the end of De- 
cember the machine tool problem will be licked ¢ 

Mr. Smatyu. No: not quite. Not quite, because I am talking of the 
over-all figures. Because within the machine-tool program there are 

. lot of individual cases. One tool will not be in good shape while 
another one will be in good shape by that time. 

It is just like saying that you got a hundred people, are you going 
to move them forward, all of them, and get the whole thing settled, 
whatever it may be, going to pass a test or whatever, by a certain due 
date. Some of them are more behind than others. Others are farther 
head and they are going to reach the goal sooner. Those are going 
to get Wn an easy position sooner. 

But by and large this machine-tool thing is beginning to ease. We 
cah see daylight ahead of us, in other words, not on everything. but 
On most things. 

Senator Moopy. I am glad to hear that. 

To what extent are present defense programs being delayed ? 

Of course, the purpose of the committee is to find out what, if any, 
constructive changes might be necessary. 

Mr. Saratu. Back in December of 1950—on the 22d of December 
1950—the Munitions Board and the National Production Authority 
staff got together to discuss the machine-tool industry and the possible 
measures that might be taken to provide for expansion of production 
of that industry. 

We strongly recommended at that time—that is in December of 

950, just after the Chinese invasion, just after the national emergency 
was declared—we strongly recommended the industry be given special 
priority assistance similar—— 

Senator Moopy. When you say “we” you mean the Munitions Board ? 

Mr. Smauu. The Munitions aca |Continuing.| Similar to 
War Production Order P-2 

On the 28th of December 1950, we had another meeting with them 
and with the machine-tool industry itself, and we urged then that 
preferential order be given to the machine-tool industry for obtain- 
ing materials and components, and, if new orders from military con- 
tractors had not vet come in, that pool orders be activated. 

On the 18th of January 1951, these things were being actively worked 
on. We then wrote the Administrator of the National Production 
Authority and concurred in the actions they proposed, and we recom- 
mended pool orders in the amount of $450,000,000, and also the issu- 
ance of an allocation order, and we recommended that the General 
Services Administration—you know, the Munitions Board buys 
nothing— 

Senator Moopy. I know that. 

Mr. Swan (continuing). That the General Services Administra- 
tion be asked to finance and administer the program. 

In that same letter—— 

Senator Moopy. That is $450 million worth of machine tools in poo! 
orders ? 
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Mr. Smauvu. Pool orders: yes. 

Senator Moopy. I understand. 

Mr. SmMauyi. That is not total. 

In that same letter we said, from their present rate of slightly ove: 
200 million a year we think this industry should 7 built up to a 
annual production rate of a billion dollars a year by the end of 
vear. That is the end of 1951. 

Senator Moovy. Is there anything in that letter, Mr. Small, v 
would make it inadvisable from the standpoint of security to have it 
in the record / 

Mr. Smauy. To do what? 

Senator Moopy. Is there anything in that letter that would make it 
inadvisable from the standpoint of security to reproduce that lettet 
for the record / 

Mr. Smatu. I do not think so. It is not classified. We ear put i 
in the record. 

Senator Moopy. I think that would be a good thing to have tn t 
record, 

Mr. Smauy. All right. 

(The letter referred fo is as follows :) 

MUNITIONS B 
Washington 25. D. ¢ Janua rR 74 
Tion. WILLIAM H. HARRISON 
tdministrator, National Production Authority, 
Washington 25, D. ¢ 


Dear Mr. Harrison: I agree with the actions proposed by your lett 
January 12, 1951, to expand the capacity of the machine-tool indust | 
vide a firm base for industrial mobilization, this industry should at 
innual production rate of $1,000,000,000 by the end of calendar year 1951 rhe 
attainment of such a rate will require special assistance to the industr 

I recommend that existing pool orders be reviewed and activated 
practicable to the extent of approximately $450,000,000. At the time 


orders are activated an allocation order, generally as prepared by the Nat 
Security Resources Board and Munitions Board staff, should also be issued 


I cannot concur that the Department of Defense should finance and mar 
the pool order program. There are neither funds appropriated for su | 
poses, nor an organization established to administer the program. | ew 
the willingness of the General Services Administration to underwrite such 


program, I suggest that vou request that organization to finance and administe1 
the pool orders when they are activated. 
Sincerely yours, 
J.D. SMALL, Chairma? 

Mr. Smacut. In March 1951. we took more steps on this thing 
trving to get funds into GSA’s hands and to get the Bureau of the 
Budget to agree to let GSA h: indle these pool orders. 

During that period from January through July 1951, if you like, 
there were five basic and continuing obstacles to increased machine 
— production : 

The lack of agreement as to an equit: able and working pric Ing 
ial ition for the industry. 

3. NO prov islons for adv: ance payments with the pool order to pro 
vide increasing working capital. Most of these are small firms and 
on a vast expansion of that kind they had to get ne e payments. 

Senator Moopy. Was there no penne for them to get throug! 
the RFC or any other agency of the Government ‘ 

Mr. SMALL. The companie s found it was difficult to get the financia 
arrangements that they 1 needed. 
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Senator Moopy. In other words, there was nothing to prevent the 
RFC from doing it but they just did not do it; is that right? 

Mr. Saux. I do not know about the RFC, but the banks—these are 
mostly small-business concerns working with the local banks. 

Senator Moopy. My point was that in the light of many of the other 
loans that were made by the RFC, you would think that a loan to 
expand the machine-tool industry would “ made. 

Mr. Smauy. The workable way to do it was advance payments, 
which we later came to, which does ee which was a solution, an 
easy one, and an adequate one. 

Senator Moopy. I see. 

Mr. Smaui. The third point was the inadequate financing of the 
pool-order program. They did not get $450 million, they got a lun- 
dred million. 

Senator Moopy. Whose responsibility was that? Was that the lack 
of appropriations / 

Mr. Smauu. Lack of appropriations, and the Bureau of the Budget. 
The two things together. I would not attempt to decide which it was. 

Senator Moopy. Would it not be the same thing? If the Budget 
Bureau recommended and the Congress failed to appropriate it, would 
that not be part of the same procedure ¢ 

Mr. Smauz. It came out of the Defense Production Act funds, and 
they did not have enough. You see, we are talking about the contin- 
vent liabilities here, and so on, versus the other. 

Senator Moopy. I see. 

Mr. Smauu. The fourth item was the shortage of machine tools, a 
shortage of machine tools for the use of the machine-tool builder, in 
vetting him fitted in and putting him in. 

Talking about your “S” urgency, this meant putting him in to get 
machine tools ahead of anybody else getting machine tools for the 
machine-tool man is a super-super-duper arrangement. 

Senator Moopvy. Yes. 

Mr. Smauu. And, fifth was a shortage of machine-tool components 
such as motors and hydraulic-system parts. 

Those five problems have been largely overcome during the first 
half of 1951, all of those, with the possible e xception of No. 5, where 
spot cases still come up and NPA has to take action to cure it. 

You remember that the NPA has the responsibility for this ma- 
chine-tool program and for the industry, not us, not the military, not 
the Munitions Board. It is an NPA civilian-agency function. It is 
a civilian industry we are talking about. 

Senator Moony. Yes. 

Mr. Smauz. And our job is to push and urge actions that will 
complish the results, but it is their action, not our action. 

Senator Moopy. It is GSA’s action to buy it ? 

Mr. Smanti. GSA buys what they are told to by NPA. 

Senator Moony. And NPA decides how urgent the program is? 

Mr. Smaui. There is no question about urgent, the program was 
urgent. Everybody realized how urgent the program was and were 
working on it. 

But one of the points I mentioned there was this workable pricing 


reocviagviol 
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Senator Moopy. In that you had OPS involved / 

Mr. Smauu. Yes. 

Senator Moopy. What was your fifth point / 

Mr. Smauu. The fifth point was the shortage of machine-tool 
components such as motors and hydraulic-system parts. They are still 

running into spot problems on that, but the great bulk of these prob- 
omnes have been overcome, and that one is bei ing overcome, although 
on a spot basis they still run into individual problems. | 

Senator Moopy. Now, Mr. Small, you mentioned a number of these 
obstacles, and they are rather interesting to me for this reason: I 
am wondering whether you feel that adequate advantage was taken 
of the tooling capacity of some of the industries that are very compe 
tent and ingenious but are not machine-tool manufacturers primarily. 

[ noted you say here that among the obstacles was no provision for 
advance payments and inadequate financing. 

Mr. Smaun. That is inadequate financing of the pool order pro 
oram, 

Senator Moopy. A great many things these days, perhaps too many 
in this line, are thought of in terms of the cancellation of the Genera! 
Motors contract to make one kind of machine tools. I am wondering 
whether it is your opinion that if more vigorous use had been made 
of the capacity to make tools by other than the machine-tool industry 
itself— 

Mr. SmMauyi. You go right back there, of course, to the fundamental, 
which is the pricing regulation, ceiling prices that are put on these 
tools. Do they take into account overtime, subcontracting, the excess 
cost of tooling in subcontracting plants? That has been fairly well 
overcome, There Is presently about ou) percent ot the hia hine tool 
production being done by subcontractors. 

Senator Moopy. It 1s’ 

Mr. Swauu. Yes. si 

But. again, this is another one of these very complex problems 
where there is not one single choke point, there are a number of inte 
related things, like giving full allowance for overtime, or subcontract 
ing. and the other costs that come into it. Can you take that into 
account ¢ Plus the faet vou got a long lead time here u volved i 
these things. 

Senator Moopy. Of course, all these things indicate how much bette: 
t 1s if the economy Can be allowed to opel ite freely Without these 
regulations. 

Mr. Smauu. I do not understand you. 

Senator Moony. I say this is ane xample, again, of the fact that the 
economy Cah oper ate better under norm: il conditions when there 

not necessity to he ave Government re ort: ations and hi ave the se comple x 
distortions. I am not saying we do not need the regulations. Of 
course we do need them in this mobilization period. I was merely 
making the observation that it is a very difficult task, as you and the 
other gentlemen who are undert: iking this thing of managing the 
mobilization economy know, because of the very size and complexity 
of all these problems when you have to manage them. ‘| hey do cet 
snarled up. 
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For example, on this pricing thing, if it was not necessary to have 
the price regulation here, why, they could have simply acted auto- 
matically in that case. 

Mr. Smauu. Sure, and your price of critical machine tools would 
have gone sky high, and we would have had to come back to Con- 
vress and ask for extra money. 

Senator Moopy. I do not think you have quite gotten my point. 
I am not criticizing this thing. As you probably know, as a member 
of the main committee I have been an advocate of the necessity for 
just the sort of general approach to this problem that you are taking. 
I am merely pointing out that while we have to take that approach to 
the problem, it is the more difficult approach, and it would be better 
if we could do it the other way. 

Mr. Smauyi. In normal times—— 

Senator Moopy. You cannot do it the other way because of the fact 
that we are taking so much of our production out of normal produc- 
tion and putting it into military. 

Mr. Saux. That is right. And in an emergency such as we have 
been in here, the sudden surge of demand forward completely dis- 
torts any particular picture, any industry like this. And it would 
inevitably get completely out of bounds. This is a much tougher 
task—we all know, the Government, the Congress, and the executive 
department, that it is a much tougher task, a harder task, more diffi- 
cult, more complex that it was in World War II. I have been in both 
of them, so I know what I am talking about on that one. 

Senator Moopy. Is not that because it is half mobilization rather 
than all-out ? 

Mr. Sma. It is a limited mobilization instead of all-out. 

Senator Moony. That is right. And do you not think it is also a 
much tougher task than a great many people who are not involved 
in the difficulties realize / 

Mr. Smauv. Yes, sir: definitely. 

Senator Moopy. The very reason I wanted to bring that out was 
that, while I certainly do subscribe to the general effectiveness of a 
complete freedom of controls in ordinary ‘conditions, I think that 
one of the most misleading shinies that anyone who is supposed to 
understand these problems and supposed to be part of the Govern- 
ment and in polities, can do is to make believe that the Government is 
rushing in—inecidentally, men hke yourself, Mr. Wilson, and Eric 
Johnston and others who come in from private industry—rushing in 
with some ob jective of soci alizing somebody for the purpose of man- 
aging these things as an end in itself. 

I certainly think it ought to be in the record, that while all of us 
here, Lam sure, agree that in normal times vou do not want any of 
this sort of Government management, nevertheless, in this particu- 
lar thing we would, as vou have said a moment ago, blow the price 
line, and the material situation, and everything else sky high if we 
did not have it. Would you agree with that? 

Mr. Sma. A hundred percent. If you remember, back at the 
end of the last war, when I sat in another hot seat—— 

Senator Moopy. I remember it very well. 

Mr. Smaui. Everybody was beating my head off because I was 
trying to get rid of these controls. If there is ever anybody who does 
not believe in controls, it is mivself. 
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Senator Moopy. That is right. I think that also applies to men 
like Charlie Wilson and Eric Johnston and others. 

Mr. Smauu. That is ne right. 

Senator Moopy. And it is a little bit fatiguing sometimes to hea 
people criticizing what is ‘ices done with generalities when the me 
who are actually doing it are men who are as anticontrol from the 
standpoint of the long-term economy as anybody in the country. I 
thought that ought to be in the record. 

Mr. Smauu. I am glad you put it in, Senator. I think it is very 
important. 

A little bit earlier in the test lmony, you sald where do we stand, and 
| said we could see daylight ahead. We are now producing at the 
rate of about $900 million annu: ally. 

We have a back log on the books of about a billion three hundred 
million. We are increasing the rate of production, and I said we 
would reach about one billion two hundred million by June. 

It looks like, then, in 12 months we can see real daylight ahead of 
us on this machine-tool problem, but all the time with the new weapo 
and the new things coming in, new tools will be thrown into this thing 
new designs of tools, that will save material, save manpower, cut the 
costs down of the elements that we are buying, and so on. 

So that there is no end to the need for tools, but not a — of the 
magnitude we have been talking about, the initial tool-up, but the 
b roadening of the base will still have to put tools in that will be stand 
by tools later on. Those follow the initial tools. 

Senator Moopy. I was just gvoing to say, is it not also an liportant 
part of the program, the tool-insurance program, the so-called paral] 
plants ¢ 

Mr. Smaru. That is right. 

Senator Moopy. Yo u say vou are s| Ort, as | understand youl test 
mony, about 8200 eritical tools ¢ 

Mr. SMALL. Critical. Be sure vou emphasize the word “eriti any 
It is not total tools. 

Senator Moopy. That is right. You notice 1 am including it. 

Mr. Smaty. That is“S” category. The total is about a billion three 
hundred million for the whole thing. 

Senator Moopy. A billion three hundred million 4 

Mr. Smaty. Total. Not just for the “S” category. 

Senator Moopy. That is in dollars ¢ 

Mr. Smauu. I am talking dollars for the whole program. Hoy 
many tools, | do not know. 

Senator Moopy. How many tools in the whole program are you 
short / 

Mr. Smatu. I do not know that. 

Senator Moopy. But you are short in the “S” category 8,200 critical 
machine tools? 

Mr. Smauy. That is right. 

Senator Moopy. That means that the weapons in the “S°—TI notice 
you are shaking your head, General. 

General GRISWOLD. Yes, sir. They are not short right today. In 
order to complete those things. Some of them are not due to be com 
pleted for a couple of years. 

Senator Moony. I understand that. 
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a ral Griswoip. If we are going to complete the things that are 
* by the time they say they are going to be completed, “they need 
kaneis aiee that period of time. “They do not need 8,300 right now. 

Senator Moopy. Is that 8.200 or 8,300? 

Mr. SMALL. 8,200, 

General Griswotp, They do not need them today. 

Senator Moopy. Let me ask vou this: Does this mean that present 
programs are being delayed, some of them ¢ 

Mr. Smaui. Yes; somewhat, but not greatly. 

We had a delay in there on this build-up of tool production of about 
tf months due to the variety of causes that I gave you a few minutes 
ago when I listed the five elements. 

Senator Moopy. What types of tools are most critically needed ¢ 

Mr. Smauu. The horizontal boring, milling, and drilling machines, 
broaching machines, internal grinders, horizontal turret lathes, con- 
tour milling machines, skin and spar millers, tracer control lathes— 
just to give you a few typical ones. 

Senator Moony. These are all general-purpose tools? 

Mr. Smauu. Not necessarily ; no. In addition to that I said these 
are typical of the kind of tools. 

Senator Moopy. I say those you named are general-purpose tools? 

Mr. Smauu. Well, the contour tracer lathe might be a special-pur- 
pose tool, and the skin miller is a special-purpose ‘tool. 

Senator Moopy. Yes; but the others are general-purpose tools? 

Mr. Smauu. Yes. Then, of course, there are always special-purpose 
tools. 

Senator Moopy. I noted that you canceled the contract for Bullard 
Cut-Masters with Fisher Body Co., and it has been a subject of some 
controversy. 

I believe General Griswold had signed that letter. 

General Grisworp. I signed the letter recommending cancellation, 
sir, not canceling the contract, to make a fine distinction. 

Senator Moopy. Recommended to whom ? 

General Griswotp. Mr. Bergstrom, Director of Metalworks Divi- 
sion of NPA. 

Senator Moopy. Would you mind telling why you did that? Was 
that your decision or a group decision or what? 

General GriswoLp. That was a group decision of the three services 
and hei Munitions Board and NPA. 

nator Moopy. I see; and you just happened to sign the letter; is 
that might ¢ 

General Griswo ip. Well, I wouldn't say it right that way. It is my 
business to sign the letter. 

Senator Moopy. You were one of a number of men to reach that 
conclusion ¢ 

General Griswoip. Yes, sir. We reached the conclusion we could 
get ce type of tool without paying $90,000 for it. ‘Tools were not 
as critical as they had been. I think you probably have had an expla- 
nation why the requirements of tools were not as high for the Air 
Force, have you not é 

Senator Moopy. Yes; we have. 

_ However, we also had a statement to the effect that while the price 

as $90,000, that included a double profit, part of which may have 
been justified because of ow work that Bullard put in the thing, but 
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it included profit to General Motors and another profit for Bullard. 

It was also testified here that the history of Fisher Body and Gen- 
eral Motors in delivering these tools in the Second War indicated that 
they always got the tools down, even while their initial costs might 
have been much higher, they always came down within at least 5 per- 
cent of the cost of the other manufacturers. I happen to know a little 
of their ingenuity out there, and I have not been quite as alarmed by 
that $90,000 figure, because I presume that if their ingenuity were 
given free rein they might have well brought that cost down con- 
siderably. 

General Griswotp. I agree with you if they had produced more 
tools, or maybe even the amount in the pool order, the eventual cost 
might have been lower. But the services were very reticent to put 
their name on a piece of paper that says, “Please give me a tool for 
$90,000” when vou could get it for much less. 

Senator Moopy. Was the main reason because the services did not 
want to be criticized ? 

General Grisworp. We did not want to spend the extra money. 

Mr. Swany. That was one of several factors. 

Senator Moopy. One of what? I did not hear that. 

Mr. Smauy. I say that the cost was one of several factors. Thev 
were not going to delay vital programs solely because of the cost. 
But they were able to find fore ‘ign tools or substitute tools, and so on, 
which made them and their contractors more and more reluctant to 
take these high-priced tools. 

Senator Moopy. I see. 

Mr. Smavy. I would like to clear up one point. 

Senator Moopy. There was a delay in the signing of that contract 
though, for many months ¢ 

Mr. Smart. I will go over it and give you the reasons, if vou like. 
[ want to clear up one point first in what General Griswold just 
testified. 

One of the jobs the Munitions Board has to do, when asked for 
advice by the civilian agencies, is to give it. and we were asked to 
advise them what we thought should be done about the Bullard-Fisher 
contract, and that’s what General Griswold was doing when he wrote 
the letter adv isIng them what our feeling was. 

Senator Moopy. And that was the feeling of the Munitions Board 
and the services ? 

Mr. Smauyu. Yes, sir. IT can sketch over it very briefly here if you 
like, the whole sequence of the things that happened on this thing. 

Senator Moopy. I think that is pretty well understood. 

Mr. Swan. I think it is probably already in the testimony. 

Senator Moopy. If you have something on that you want to put in 
the record, we will be ve I'\ glad to have it. But I think the committee 
has had considerable testimony on that, unless there is something new. 

Mr. Smauy. I have not read the testimony, but I imagine the other 
people who have been up here have thoroughly gone into what hap 
pened on the Bullard deal. 

Senator Moopy. The only point that is not quite clear in iy 
mind— 

Mr. Saace. I want to pin it down again, that if price had been the 
only consideration, the Fisher contract would not have been canceled. 
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If that had been the only consideration and we needed those tools, it 
would not have been canceled. 

Senator Moopy. Well, it is a good thing to keep the cost down. 

Mr. Sma. That is right. But if you could get that tool or its 
equivalent elsewhere for a lower price, obviously you should not pay 
the higher price. 

Senator Moopy. That is right. Of course, there was a time when 
these things were very critically short. 

Mr. Smauu. That is right. 

Senator Moopy. And the lack of them was holding up a number 
of programs. 

Mr. Sma. That is right. 

Senator Moopy. When a number of months were spent in negotia- 
tion between those two companies. And the point that has not been 
cleared up in my mind is why it took so long to sign a contract in the 
first place. 

Mr. Sma. This thing originally started in January of 1951 when 
the Air Matériel Command and the Bullard people were talking about 
the need for Bullards to meet the Air Force requirements for vertical 
turret lathes. 

Senator Moopy. Certainly, there was no lack of enthusiasm in the 
Air Matériel Command for that. 

Mr. Smauu. No; there was no lack of enthusiasm. At that time they 
indicated that their need was about a thousand.of these tools, plus some 
for Army-Navy, and plus the fact that the requirement would prob- 
ably jump from a thousand to two thousand when we went into tooling 
on the Sapphire jet engine. 

Therefore, that was the atmosphere in which they were working in 
the early part of 1951. 

Now, the whole Bullard deal was no different from the rest of the 
industry on the five points I mentioned, as to price ceilings, et cetera, 
and overtime, and how you could get all of those things done. So that 
the delay in there was those five. points that 1 mentioned. Each of 
them had some part of the delay in entering into the contract with 
Fisher. 

Senator Moopy. Is it your opinion those were the only things in- 
volved ? 

Mr. Smauy. No; but they are the major ones. 

Senator Moopy. Were there some other things involved? What 
were the other things ? 

Mr. Smatu. I do not know of my own knowledge of anything else 
involved. Do you know of anything, Mr. Williams? 

Mr. WiiuiaMs. No. 

Mr. Smatx. I do not know. 

Senator Moopy. Was there any reluctance on the part of either of 
the contractors to enter into this contract ? 

Mr. Smauy. We do not know that of our own knowledge; no. We 
were not dealing with the contractor ourselves. I do not know, but 
I rather believe that you have covered the Builard thing pretty thor- 
oughly. 

Senator Moopy. I think so, Mr. Small. 

Mr. Smauu. Do you want to get into the heavy press? 

Senator Moopy. I want to ask one more question first. 
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The facilities contract with Fisher is still in effect, as I understand 
it. Has there been anything done to place other contracts? You 
said you were short or will be short in the period of months of 8,200 
critical tools. Do you feel that that facility should be used ? 

Mr. Smauu. I feel that any facility that has the—and I particularly 
feel it about Detroit, as you well know, because of the number of un- 
employed there. 

Senator Moopy. Incidentally, so do I. 

Mr. Smauu. I am sure of that. Did you know we put in $500 mil- 
lion in contracts in the month of January ? 

Senator Moopy. I congratulate you. I certainly do know it. I 
think the task force moved in there with your cooperation and coop- 
eration all along the line, which has been a very commendable thing. 

You recall the meeting we had down in Mr. Wilson’s office, and I 
think all of the agencies have stepped into this thing in a very con 
structive and vigorous approach. 

I do not say the only purpose of the task force was to go to Mich 
gan to have its picture taken with the Governor, incidentally. 

Mr. SMALL. Going back to the other question about what is going to 
be done about the Fisher set-up, that is NPA’s function. They are 
working with Fisher on that problem. That is not our job. 

Senator Moopy. I do not care whether that contract goes there or 
not, but I would like to see the facility used. I do not like to see 
the production of Air and other items delayed for lack of tools and 
have a shop there that is one of the best machine-tools shops in the 
world, lying idle. That is all. 

Mr. Smauu. I understand. I do not want to commit anybody, but 
I understand that Mr. Bergstrom of NPA said he intended to use it 
and was going to use it. But, again, that is not our job, that is his 
respons sibility. 

Senator Moopy. 1 hope he does. 

Mr. Noone? 

Mr. Noons. Mr. Small, to return to your statement concerning the 
8,200 critical tools which sre needed by the Department of Defense 
on items in the “S” category, do you have firm delivery dates on those 
tools ? 

Mr. Smauu. They all have firm desired delivery dates, as I under 
stand it, before the end of the year. The required delivery ranges 
from right now through December of this year. The actual promised 
delivery has 3, 4, 5 months’ slack in some of them, where we have got 
to push it up, and we are hopeful we will be able by the expediting 
action, the “S” urgency action, to speed it up. 

Mr. Noone. Do you have any figures which would indicate how 
many of those 8.200 tools are out of joint with your program on 
delivery ? 

Mr. Smaus. Are out of joint ? 

Mr. Noone. Are out of joint, or are not in schedule with your 
program. 

Mr. Somat. I think all of them are in the hands of Mr. Bergstrom 
over in NPA, and the scheduling of the order boards. He knows 
about all of these tools, where they are to go, when we need them, when 
we have to have them. 
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Senator Moony. I think the point of Mr. Noone’s question is how 
many of those tools are going to be late. General Griswold pointed 
out they were not all needed now. , 

Mr. Smauu. They are all late. 

Senator Moony. They are all late? 

Mr. Smauu. Yes. The promised delivery dates are all late. 

Senator Moony. How late are they? 

Mr. Smaux. Three, four, five months. But by the “S” urgency pro- 
cedure we hope to speed it up so that we won’t be held up on these 
urgent programs. 

[ am told that by the “S” urgency technique we improved the de- 
livery date by 85 percent. See what I mean?’ ‘There is that much 
speed- up involved in it. 

Senator Moopy. I think that sounds very good. I would like to 
know, if I might, what you mean by 85 percent—of what ? 

Mr. Swatz. Instead of 18 months, I figured we are going to get 
delivery of 85 percent of them, say. from here on out it would not be 
18 months. we will get them by March, April of next year at the latest, 
the most difficult ones. 

Senator Moopy. That is for those in “S” urgency categories ? 

Mr. Smauu. Yes. 

Senator Moony. That is not the tools for categories 1, 2. and 3? 

Mr. Smauy. No. But, again, I say that we cannot generalize, be- 

‘ause some specific tools are getting in very easy supply. Others are 
oti in tough shape. Each one of them you have to take case by case, 
based on the order board of the manufacturers. 

Senator Moopy. Mr. Small, do you feel the heavy-press program is 
a good thing, and do vou feel that it is an adequate program ¢ 

Mr. Smara. Well, I feel that the heavy-press program is a very good 
thing. There is no doubt about that. And whether or not it is ade- 
quate, I don’t know. I think probably at this junc iees it is adequate. 
I have no guaranty of that. IT have no crystal ball or wisdom to know 
that it is. But this heavy-press program is going forward beyond. 
far beyond, what anybody in the world has ever done before. I 
suppose you know that. 

Senator Moony. Oh, yes. 

Mr. Swann. And T certainly think— 

Senator Moopy. We have in a great many areas of production. 
which is one reason we win wars when we are forced into them. 

Mr. Swany. If we had these heavy presses today, a lot of these 
machine-tool problems we would not have. 

Senator Moony. That is right. 

Mr. Smatxi. The Munitions Board became interested in this pro- 
gram. particularly interested in it, back in October of 1949, and we 
then had a conference with specialists and experts in it regarding 
what the Germans had done. Mr. Lowey, one of the experts, was 
very familiar with what the Germans had done. 

In January of 1950 the Munitions Board requested that the staff 
review the Air Force study of these presses and obtain industry advice 
as to whether or not the Government should proceed with the construe- 
tion of heavy presses. They evidently very clearly were not going to 
be construc ted by indus try on its own. j 

Then in August of 1950 after that study, the Munitions Board de- 
cided to proceed with a program for the construction of 25 presses, 
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The implementation of that was assigned to the Air Force with in 
structions that that Department proceed with a program of con 
struction and installation subject to Munitions Board approval of the 
installations, or the press location, rather. 

Taking into account the complexities and the problems that are 
involved in a nay: like this, getting into brand-new areas of tech- 
nical oa we do not feel that the program has been unduly de 
laved : any silaale There were delays in funding, but those delays 
| do aa believe really hindered progress much, because there were 
a lot of things that had to be done before vou could spend the 
money. 

Senator Moopy. You said that the industry itself was not going to 
undertake these things, so the Government did undertake them: is 
that right? 

Mr. SMa. For civilian use it Just won't work. I mean they are 
too expensive to build, to maintain, for the limited use that you get 
out of them for ordinary civilian purposes, 

Senator Moopy. But your purpose is in each case, of course, to go 
to private industry when you ean? 

Mr. Smauu. That is right. su 

Senator Moopy. And it is not an attempt to go to anything social 
istic or anything like th: at ( 

Mr. Smaun. Oh, no. The industry would not do it on their own. 

Senator Moopy. The industry said they would not do it and you 
felt it best for the country that the presses should be built; and that 
is the reason the Government is doing it ? 

Mr. Smauy. That is right. 

Now, as the program presently stands, the program we are now 
embarked on, we think it is adequate for this trial of endurance that 
ve are in, for this limited mobilization thing we are In. 

Senator Moony. Is it adequate in the event of all-out war/ 

Mr. Smaui. No, sir: I doubt it. 

Senator Moopy. Well, if you were going to have a program that 
was adequate in the event # all-out war, if war broke then, it would 
be too late to start, would it not? 

Mr. SMALL. poh the program has recently been reviewed as to 
adequacy and scope by industry representatives, both users and build 
ers, under the general direction of Aircraft Industries Association. 
This review has resulted in some revisions and realinement of the 
program to bring it into line with the needs of the program. 

| do hot know how TA more of these presses we would need 
all-out. 

Have you fellows got any idea 
Major Progst. There has to be a starting point, and the V have de 
termined that 20 presses, or the present approved program, would 
carry the load that we now have in our present aircraft program. 
There has been established an additional requirement for three forg- 

ing presses by an Aircraft Industries Association survey. 

Se nator Mc ODY. How large VW il] those forging pre SSeS he ¢ 

Major Pros. Those will be 25,000 tons. 

Senator Moopy. What are the largest presses you are having made 
now ¢ 

Major Prossr. The largest forging press is 50,000 tons. 


/ 








290 MACHINE-TOOL SHORTAGES 


Senator Moopy. When will you begin to bring them in so they can 
be used in actual production of aircraft ? 

Major Prosstr. The first forging press will be in in the fall of next 
year, the summer or fall of next year. 

Senator Moopy. The summer or fall of 1953? 

Major Pronstr. That is right. 

Senator Moopy. There was some discussion of a 75,000-ton press; 
is that right? 

Major Progsr. Yes; and it was decided, since that was primarily 
for development, to delay the actual construction of that press until 
the smaller 25,000- through 50,000-ton presses were in production and 
working where the greatest load will be. 

Senator Moopy. What do you mean by primarily for development? 

Major Prossr. Anything that the—the largest press we have in 
the country today is 18,000 tons. That is of that Wyman-Gordon. A 
jump from 18,000 to 75,000 is a pretty good-sized jump. So that will 
be for a while, or would have been for a while for development work. 
That is the reason that they are delaying that. 

Mr. Smatxi. Remember, the original program was for that one 
75,000-ton press. 

Senator Moopy. That is right. 

Mr. Smauu. And then it was decided, after getting industry in, and 
everybody who was expert in this field, they could go into this pro- 
gram and design the 75,000-ton press but not actually construct it at 
this moment. We are constructing these others. 

I have here the places where these things will go, the completion 
dates, and so forth, but I don’t think it ought to go into the public 
record. 

Senator Moopy. I was just going to say I doubt the advisability 
of bringing that out publicly. 

Mr. Small, do you have anything more you would like to tell the 
committee ? 

Mr. Smauu. On the heavy press? 

Senator Moopy. Yes; or any other phase of your testimony. 

Mr. Sma. I do not think so, Mr. Chairman. <All I want to do is 
to try to answer any question that bothers vou. 

Senator Moopy. We are looking into this thing from the standpoint 
of not only what the thing has been, but primarily what, if anything, 
ae | be done to expedite the thing. Do you have any suggestions 

hat, in your judgment, ought to be brought out? Do you feel you 
can give any comments as to how they might be expedited over and 
above what is being done now? Or do you think the thing is moving 
along satisfactorily and is now on the beam ¢ 

Mr. Smauy. Are you talking about the general picture or just ma- 
chine tools? 

Senator Moopy. Machine tools. 

Mr. Smaui. Well, it is no bed of roses as of now, but I don’t know 
anything we need congressional action on to help us right now. We 
are beginning to get over the hump and see daylight ahead. It is not 
through yet. 

If all-out should happen tomorrow, we would then be in another 
surge, which would make things very difficult for us. But the prob- 
lems of the industry, the problems that we are confronted with, are 








pr 


is 
Ww! 





MACHINE-TOOL SHORTAGES 29] 


pretty clear. The solutions have been fairly well visualized. There 
is almost complete agreement all over the interested agencies as to 
what should be done and is being done about it. 

The one problem which is ever with us and bothers us is what is 
going to happen when we get all these tools, to the industry. 

Again, it is a feast and famine. They go all the way up and then 
slope right off. 

Senator Moopy. Naturally, that is of great concern to the industry. 

Mr. Smauw. It is of great concern to the national security. 

Senator Moopy. Because we have to maintain the assets. 

Mr. Smauu. And how to do that is a problem to which I know all of 
us are giving very careful consideration. Suggestions have been made, 
as you know, of stockpiling tools. Well, we have not got the money 
to stockpile tools. You cannot stockpile them under the Stoc kpiling 
Act without changing the act. Y Samal l change the act if you want to. 

Again, things are changing so much that on the special panpene 
tools you have some qué alms there. Maybe the w: tv to approach 1t 1s 
rapid tax—— 

Senator Moopy. Tax amortization, you mean ¢ 

Mr, Smauu. Yes. 

Senator Moony. I do not think anyone wants more rapid taxes than 
they are getting now. 

Mr. Smauu. Lam talking about after we get over the hump and keep 
this thing at an even keel, at a higher plateau. When it is down around 
$200 million a year it is too low a plateau. Maybe a level $500 million 
or somewhere about there, or $600 million, “ feasible in one fashion 
or another, is what it should be, and I hope by private industry and 
not by Government, except perhaps on tax amortization. 

Senator Moopy. I do, too. I am wondering whether the program 
for sustaining parallel plants, assuming we do not go te war, is not 
going to call for a large production of machine tools 

Mr. Smautu. That is a temporary thing only. You reach a point 
where that demand will dwindle off just the same as the demand for 
immediate military production will dwindle off. You reach a point 
where that dwindles off, and then where does industry go to, does it 
go back to 200 million, 100 million. 50 million? In which case we go 
through the same thing as we have gone through in the last years if 
something should happen. 

Senator Moopy. I a we do not make the mistake again of un- 
loading a lot of our machine tools and as them for 5 percent on 
the dollar like we did last time. 

Mr. Smauu. We agree. 

Senator Moopy. I am sure you do. I am sure Congress would be 
glad to get any recommendations on a stabilization program for t] 
indus try you may be able to work out, because, of course, it is a na 
tional asset we have to have. 

Thank you very much for coming, gentlemen. Your testimony has 
been very constructive. 

Mr. Smauu. Thank you, Senator. 

Senator Moopy. The committee will stand in recess. 

(Whereupon, at 12:20 p. m., the subcommittee recessed to recon- 
vene Monday, March 17, 1952, in room 324, Senate Office Building.) 
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MONDAY, MARCH 17, 1952 


UNITED STATES SENATE, 
SUBCOMMITTEE ON MOBILIZATION AND PROCUREMENT 
OF THE SeLecr COMMITTEE ON SMALL BusINEss, 
Washington. -G. 

The subcommittee met. pursuant to recess, at 10:15 a. m., in room 
324, Senate Office Building. Senator Blair Moody (chairman of the 
subcommittee) presiding. 

Present: Senator Moody. 

Also present: Charles M. Noone, committee counsel. 

Senator Moopy. The committee will be in order. 

Mr. Lee Johnson and Mr. Jack Bunce, come forward, please. 

Io you solemnly swear your testimony before this committee will 
be the truth, the whole truth and nothing but the truth, so help you 
God ¢ _ 

Mr. Jonnson. I do. 

Mr. Bunce. I do. 


TESTIMONY OF LEE S. JOHNSON, ASSISTANT TO THE GENERAL 
MANAGER, AND J. L. BUNCE, FACTORY MANAGER, PRATT & 
WHITNEY AIRCRAFT DIVISION, UNITED AIRCRAFT CORP.; AC- 
COMPANIED BY L. D. LYMAN, VICE PRESIDENT, UNITED AIR- 
CRAFT CORP. 


Senator Moopy. Will you gentlemen identify yourselves, your com- 
pany and your position in the company, please / 

Mr. Jonunson. My name is Lee S. Jolinson, executive assistant to the 
general manager of the Pratt & Whitney Aircraft Division, United 
Aircraft Corp. 

Senator Moopy. And you, Mr. Bunce. 

Mr. Bunce. J. L. Bunce, factory manager, Pratt & Whitney Au 
craft Division, United Aircraft Corp. 

Senator Moopy. Will you also identify yourself for the record, Mr. 
Lyman ¢ 

“Mr. LYMAN. L. D. Lyman, vice president, United Aireraft ( orp. 

Senator Moopy. Which of you vent lemen is voiIng to carry t he init al 
burden in answering these questions / 

Mr. Bunce. If on machines, I will, sir. 

Senator Moopy. All right, Mr. Bunce. What vital defe) se Col 
tracts is your company working on at the present time / 

Mr. Bunce. Both piston and jet engines; piston engines 2800 and 
1360: jet engines J—48 and YJ—57. 

Senator Moopy. The T-34? 


293 








294 MACHINE-TOOL SHORTAGES 

Mr. Bunce. The T-34 is scheduled later on and is not now in 
production. 

Senator Moopy. Do you have any other defense contracts, Mr. 
Bunce ? 

Mr. Bunce. Very heavy spare parts, many of which are non- 
current, so to speak. 

Senator Moopy. And those are—— 

Mr. Bunce. Engines, such as the R-200 and the 1340, which are no 
longer in current production, but there is very heavy demand for 
spares. 

Senator Moopy. Have you had any difficulty in obtaining machine 
tools to make production on these engines ¢ 

Mr. Bunce. Yes, sir, they have been critical, and we have had to 
improvise and make substitutions in a great many cases because of 
late delivery or late promises on special machines which would be 
more desirable for production. But not being available, we substi- 
tuted standard universal machines wherever we can get them. 

Senator Moopy. These are highly critical defense items that you 
are delivering / 

Mr. Bunce. Yes, su 

Senator Moovy. Included in these deliveries are jet engines, which 
are one of the very most critical bottlenecks in the entire defense 
program ‘ 

Mr. Bunce. Well, the J—48 is listed as very critical, yes, sir. 

Senator Moopy. Let’s talk about the J-48, Mr. Bunce. You say 
you have had to substitute the tools on it ¢ 

Mr. Bunce. Ina good many instances we have had to use universal 
machines rather than specials, whereas we prefer a special inasmuch 
as they take up less floor space and mean more rapid production. De- 
liveries have been so long we have been forced to substitute. 

Senator Moopy. You say you are going into the T-34? 

Mr. Bunce. It is on our forward schedule, yes, sir. We do not 
actually have a contract yet, but it is in the schedule. 

Senator Moopy. That is an even more advanced type of engine? 

Mr. Bunce. Propeller turbine. 

Senator Moopy. Propeller turbine engine? 

Mr. Bunce. Yes. 

Senator Moopy. Will you tell us in your own way of your difticulty 
in getting machine tools? 

Mr. Bunce. Ever since the outbreak of the Korean war practically 
all machine tools have been in very short supply, and delivery promises 
have been steadily lengthening. Many of the promises could not be 
relied upon; they kept extending them. And depending on the char- 
acter of the machines they run anywhere from a year to 3-year deliv- 
eries, and when you come to specials most of them are over 2 vears. 

Senator Moopy. Is that still the case? 

Mr. Bunce. Yes, sir. 

Senator Moopy. Will you tell us some of the types of tools that are 
special tools that go over 2 years? 

Mr. Bunce. Well, if you speak of out-and-out special machines, 
for example, multiple drills, multiple-l ring machines, those are 
typical of 2-year deliveries—24 to 30 months. Those are out-and-out 
specials, 

Senator Moony. Yes. 
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Mr. Bunce. A great many of the universal machines, such as milling 
machines, certain types of lathes, vertical-turret lathes 

Senator Moony. Vertical-turret lathes ¢ 

Mr. Bunce. Yes, sir. 

Senator Moopy. You mean Bullards, and so forth ¢ 

Mr. Bunce. Kings and Cincinnatis. 

Senator Moopvy. Are you having your production slowed down o1 
held up because of lack of Bullard turret lathes 

Mr. Bunce. I don’t think you can specifically say at the moment 
that we are held up, but we have had to improvise, and we are con 
cerned about the future picture. 

Senator Moopy. Will you tell me about that, Mr. Bunce, please ¢ 

Mr. Bunce. Well, the delivery promises that we have on a good 
many of these machines will not meet our scheduled requirements. 

Senator Moopy. When you say your “scheduled requirements,” those 
are the scheduled requirements that have been laid out for you by 
the Air Force and the Navy? 

Mr. Bunce. That is right. 

Senator Moopy. Do you make engines exclusively for the Air Force, 
or also for the Navy 

Mr. Bunce. We Dis for both: have Navy contracts, but the major 
ity of our engines go to the Air Force. 

Senator Moopy. That was my impression. And the requirements 
vou — of are the requirements that have been laid down for you 
by the Navy and the Air Force; is that correct ? 

Mr. Bunce. That is correct. 

Senator Moopy. Now have those requirements been reduced in the 
last few months? 

Mr. Bunce. Yes, sir. 

Senator Moopy. To what extent have they been reduced ¢ 

Mr. Bunce. Well, if you want to go back to the first schedule we 
got in the summer of 1950, we were supposed to double our pro 
duction in9 months. Actually it took us 15 months. 

Senator Moopy. Tell me why. 

Mr. Bunce. Shortages of space, that is, facilities, materials, ma 
chinery, equipment, and skilled manpower to a degree. 

Senator Moopy. But would you say that shortage of tools was an 
important factor in that? 

Mr. Bunce. It was very important. 

Senator Moopy. So instead of doubling your production in 9 months 
it took you 15 months? 

Mr. Bunce. Yes, sir. 

Senator Moopy. How did that rate of production compare with 
your rate of production in the Second World War? Were you there 
during the Second World War, Mr. Bunce? 

Mr. Bunce. Yes, sir. 

Senator Moopy. How does your production, after you had it dou- 
bled, compare with your rate of production in the Second World 
War? 

Mr. Bunce. Well, it was about 40 percent, I would say. That is of 
our World War II peak. 

Senator Moopy. Originally you were operating at about 20 percent 
of the World War II peak; is that right? And at the time in 1950 
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that they asked you to step it up, and after you doubled it, it 
was about 40 percent; is that what you mean ¢ 

Mr. Bunce. That is right, that is about it approximately. 

Senator Moopy. So even after you had it doubled, and it took you 
15 months. You did not say when in 1950. 

Mr. Bunce. The schedules came out in August. We began get- 
ting our supplemental orders in September. So if you take it from 
August 1950— 

Senator Moopy. You are talking roughly about the fall of 1950 to 
the end of 1951, is that correct ? 

Mr. Bunce. That is correct. 

Senator Moopy. And during that time you were able to raise your 
schedules, double them, to a point equal to 40 percent of your World 
War II production ? 

Mr. Bunce. Approximately, yes, sir. 

Senator Moopy. And the reason you were unable to do that more 
rapidly was because of shortage 1 1n machine tools, and other factors; 
is that correct / 

Mr. Bunce. Other factors must be considered, yes. Space facili- 
ties, that is. 

Senator Moopy. What do you mean by space facilities 4 

Mr. Bunce. Floor space, factory manuf: ucturing area, 

Senator Moopy. You had plenty of space in World War II to make 
five times as much as you are making, what happened to the plants? 

Mr. Bunce. The plants are no longer in our hands. We had shadow 
plants during the last war which reverted back to the Government. 

Senator Moopy. Did the Government make any move to get those 
plants back into your hands ¢ 

Mr. Bunce. They got us the Southington facility in October of 
19D, 

Senator Moopy. Southington / 

Mr. Bunce. Yes. That was one of our satellite plants. We did get 
that back and rehabilitated it starting in October 1950. It is in full 
operation now. 

Senator Moopy. How many plants are you operating now / 

Mr. Bunce. In manufacturing, we have a facility in Meriden that 
we are leasing, about a quarter of a million square feet. Then we have 
i lot of small shops in the area, but mostly auxiliaries that are services 
to manufacturing. As far as machine shops are concerned, we have 
two factories—the East Hartford and the Southington. We are build 
ing a plant in North Haven. 

Senator Moopy. North Haven, Conn. / 

Mr. Bunce. Yes, sir. This summer we will also take over another 
half a million feet now operated by the Hamilton Division, in that 
they are building a new plant in Windsor Locks, which they will move 
mito, 

Senator Moony. If vou had had the tools available to you, Mr. 
Bunce, do you feel you would have had the floor space made available 


to you more rap! idly é 

Mr. Bunce. No, sir. I do not think it would have been possible. 

Senator Moopy. Why not ¢ 

Mr. Bunce. Building materials, steel, copper, switch gear, bus 
dock, all those t] ngs are in short sup p ly. Talking : ibout buil ling a 
plant and getting it operating in a vear, it takes a lot longer than that. 
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Senator Moopy. Yes, but you did have plants during the Second 
World War. 

Mr. Bunce. Yes. 

Senator Moopy. What are they being used for now? 

Mr. Bunce. As I say, the Southington plant is now operating. The 
other two were sold with no recapture clause, so there is no chance of 
vetting them. 

Senator Moopy. So the fact that the Government sold its plants 
after the war left you in the position where you could not increase 
your production for lack of floor space as well as for lack of tools; is 
that correct / 

Mr. Bunce. Right. | neglected to mention tha t during World War 
Il we operated a Kansas City facility for the Navy. 

Senator Moopy. Yes, L know it. 

Mr. Br NCE. An 1d, of course, that reverted back oo the war. 

Senator Moopy. We were talking a minute ago, Mr. Bunce, about 
vour schedules. You said that in 1950 you were a posed to double 
your production in 9 months, and it actually took 15 months. Have 
your schedules from the Government been rearranged / 

Mr. Bunce. Yes, sir. 

Senator Moopy. And slowed ¢ 

Mr. Bunce. Yes. 

Senator Moopy. Will vou tell us about that ¢ 

Mr. Bunce. Well. there have been four major revisions in schedules. 

Senator Moopy. What were they ‘ 

Mr. Bunce. I do not know if I have the dates on those. 

Senator Mcopy. It is not necessary. We do not want you to give 
us anything that would violate security in any way, of course. This 


is an open hearing and we do not want that. The other day an Ad 
miral gave us some ang ayer which _ eheved could be given out 
without any difficulty, but because of it not having been given out 
before, it was objected to later. No one objected to the committee, 
but I think they objected to the witnesse So we do not want you 


to do that. 

But I would like to know these four major revisions of schedule 
Were they upward or downward ¢ 

Mr. Bunce. They were downward, s 

Senator Moopy. So your schedules have been cut four times. Since 
when 4 

Mr. Bt NCE. Well, slice the original m= hedule in August of L950, 

Senator Moopy. Now what did that call for’ That called for a 
certain number ot engines. | believe you submitted the number. 

Mr. Bunce. Another way of putting it, as I said, we were supposed 
to have doubled our production in) months and trebled our praduction 
in 15 months. 

Senator Moopy. I see. 

Mr. Bunce. Now the net result of the rescheduling is that we reached 
double in 15 months, and we expect to reach the treble position in 
about 24 months instead of 15. I think that sums up how the sched 
ules have been reduced. 

Senator Moopy. Now after you have treb led your production in Y-4 
months from September 1950 you will then be operating at about ¢ 


percent of your World War II capacity: is that correct ? 
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Mr. Bunce. Yes; 60 percent of the peak. That is East Hartford. 
I would not include Kansas C ity. But the two peaks did not coincide 
at any rate. Sixty percent is a fair figure. 

Senator Moopy. When you say “peak” at East Hartford, you are 
not talking about the peak for the entire corporation 

Mr. Bunce. Not including Kansas City. 

Senator Moopy. What percent: ige of your production for the entire 
corporation will be available in September ? 

Mr. Bunce. I still think 60 percent is a fairly good figure, because 
the two peaks, you see, did not coincide. Hartford passed its peak 
and Kansas City was still coming up at VE-day. 

Senator Moopy. Now you say you are concer ned about the delivery 
of machine tools, and special-purpose tools particularly. Will you 
tell us more about that? What is the effect of that going to be on your 
production ? 

Mr. Bunce. Well, it may affect our forward schedules. In other 
words, the delivery promises we have on machinery that we are 
ordering are beyond the required dates for those machines to meet 
our schedules. 

Senator Moopy, Now, when you say your schedule was revised 
four times, were there four downward revisions between the time 
when you were supposed to double your production in 9 months and 
the time you were supposed to double it in 15 months? Was that 
taken in four jumps? Is that what you mean ? 

Mr. Bunce. There were four different reductions in schedule, the 
last one just recently. 

Senator Moopy. What did that last one do? 

Mr. Bunce. Well, it stretched out deliveries. I do not know how 
to express it. 

Senator Moopy. What did it do to your production schedule? I 
know it stretched it out, but what did it do to your production sched- 
ules ? : 

Mr. Bunce. It meant that the peak would be postponed. 

Senator Moopy. When you say “the peak,” are you talking about 
the peak that you mentioned where your production would be ‘trebled 
over 1950 in September or October of this year? 

Mr. Bunce. That is correct. 

Senator Moopy, Postponed until when ? 

Mr. Bunce. That is the net result: It will drag out to 24 months 
instead of 15 on the treble. 

Senator Moopy. I see. You were supposed to be in what you call 
treble production by the end of 1951; is that correct? 

Mr. Bunce. That is correct, sir. If you go back to our original 
schedule, it was 15 months. Now, with four revisions, it is 24 months. 

Senator Moopy. In other words, it became 15 and then 18; some- 
thing like that ? 

Mr. Bunce. That is right. 

Senator Moony. Then 21, 24; something of that sort? 

Mr. Bunce. Roughly, ves. 

Senator Moopy. Now you say you are concerned about the future 
delivery of tools, Mr. Bunce. Do you feel that you may not even be 
able to make this schedule of September or October ? 

Mr. Bunce. We do not know, but we are worried about it. 


~e 
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Senator Moony. That is because of the slowness of tool deliveries ? 
Mr. Bunce. Certain tools that are very critical; yes, sir. 

Senator Moopy. What tools, for example? 

Mr. Bunce. Well, vertical turret lathes, some horizontal lathes, 
milling machines. 

Senator Moopy. Vertical turret lathes? 

Mr. Bunce. And broaches. 

Senator Moony. Did you know that the Government had canceled 
a big contract for vertical turret lathes with Fisher Body Co. / 

Mr. Bunce. I had heard something to that effect. 

Senator Moopy. You say that vertical turret lathes are one of the 
items that you are short of now 4 

Mr. Bunce. Yes, sir. 

Senator Moopy. And you feel that, even after four reductions in 
your schedules, still more delay may be caused by a continuing short- 
age of vertical turret lathes? 

Mr. Bunce. And other machines. 

Senator Moopvy. And others. But here is one contract where the 
Government canceled on the grounds that there was no further need 
for these tools: that other tools would be substituted for them. I am 
wondering what you think of that, Mr. Bunce, or you other gentle- 
men who are here. 

Mr. Bunce. Well, as I say, it is very hard to anticipate what is going 
to hurt you the most, if you get hurt at all. Now, there are a lot of 
different kinds of machines that are in short supply and where the 
delivery dates are out beyond our required dates. 

Senator Moopy. You say vertical turret lathes, horizontal turret 
lathes. What else? 

Mr. Bunce. Milling machines—that is, large milling machines 
large broaches, certain drills, certain grinding equipment. 

Senator Moony. Were these schedules rephased, Mr. Bunce, be- 
cause you had told the Government that you could not make the 
original schedules / 

Mr. Bunce. Yes, sir. 

Senator Moopy. Did you tell them why ? 

Mr. Bunce. Oh, we cited repeatedly why. 

Senator Moopy. What reason did you give 

Mr. Bunce. The reasons that I cited oles the shortages of ma- 
terial, space, machinery, equipment and, to a degree, skilled man 
power. 

Senator Moopy. What material do you need that you are not able 
to get ¢ 

Mr. Bunce. Well, all the raw materials that go into making up an 
engine have been greatly extended in procurement time. Things we 
used to get in 3 months have gone 6 to 8 months. 

Senator Moopy. Such as what? 

Mr. Bunce. Well, steel forgings, for example, used to be a 3-month 
item, now they are anywhere from 6 to 8 months. 

Senator Moopy. Steel forgings? 

Mr. Bunce. Yes: aluminum forgings, 10 months. 

Senator Moopy. How much were they in time? 

Mr. Bunce. Aluminum forgings used to be 3 to 4 months 

Senator Moony. Now they are 10 months? 

Mr. Bunce. Yes, sir. 
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Senator Moony. Do you mean to tell me that while the production 
of aluminum and steel has been going up the delivery dates for your 
military schedules have been extended so that you have not been 
able to get them as rapidly as you could before ¢ 

Mr. Bunce. On an average they have more than doubled. 

Senator Moony. The delivery dates are more than twice as slow 
now as they were before ¢ 

Mr. Bunce. Before Korea; yes, sir. 

Senator Moopy. Before Korea / 

Mr. Bunce. Yes, sir. 

Senator Moopy. That is understandable, because the schedules are 
higher all over the country. But how does the delivery date on ma- 
terials like this compare now, Mr. Bunce, with what it was, say, 6 
months ago? 

Mr. Bunce. I think, generally speaking, the last 6 months they 
have leveled out. There have been a few that have been extended; 
but, conversely, a few have been bettered a little. I would say they 
have fairly well leveled out in the last few months. 

Senator Moopy. But you feel materials are delaying your pro- 
duction ? 

Mr. Bunce. They definitely have. 

Senator Moopy. And the y are still del: ayving it / 

Mr. Bunce. Toa degree, yes, sir. Particularly ina business such as 
ours, it is complex, and where there are innumerable engineering 
changes, many of which affect materials. 

Mr. Jounson. May I make a comment, sir ? 

Senator Moopy. Yes, indeed. 

Mr. Jonunson. With respect to the last scheduled revisions, in the 
stretch-out, we feel that material procurement is going to improve. 
The 50 months we were speaking of on aluminum forgings. we have 
every reason to believe is going to be reduced consider: ably to the last 
schedule stretch-out. 

Senator Moopy. 30 months? 

Mr. Jounson. I meant 10 months. 

Senator Moopy. I see. 

Mr. Jounson. In other words, we feel that the procurement time 
for materials is going to improve from this time forward due to the 
last schedule stretch-outs. 

Senator Moopy. You mean, since you are not going to need so much 
material, you will be able to get it better? Is that the idea? 

Mr. Jounson. Well, we are going to have more time to get it, sir. 

Senator Moopy. So, when you are talking about the deliveries im- 
proving, you are talking about improving with relation to a schedule 
that has been readjusted to meet a slower pace; is that right ? 

Mr. Jounson. Yes, sir. 

Senator Moopy. But, from the standpoint of getting more ma- 
terial in pounds, is it improving / 

Mr. Jounson. I think it is: yes, sir. 

Senator Moopy. It is improving? 

Mr. Jounson. Yes, sir. 

Senator Moopy. That is good. But enough to make it possible for 
you to meet the original schedules ? 

Mr. Jonnson. That was impossible. 

Senator Moopy. You say “that was impossible.” Why ¢ 
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Mr. JOHNSON. Well, the first schedules that we were presented with 
were so ambitious they actually presented a steeper curve of accelera- 
tion than the acceleration we were faced with at the beginning of 
World War ILI. 

Senator Moopy. You mean someone believed in this motto: “The 
difficult we do right away: the impossible takes a little longer.” Some 
thing like that ¢ 

Mr. Jonunson. We have always felt that based on World War II 
experience the best that could be expected from a going facility, let's 
say, operating on about a shift and a half, would be to double produc 
tion in 2+ months. The first schedules we were asked to accept were 
to double our production in 9 months. 

Senator Moopy. Now vou are doubling it in 15: right / 

Mr. Jounson. Yes. 

Senator Moopy. So, you are doing better than you thought you 
could even now / 

Mr. Jonnson. No. 

Senator Moopy. You said double ) 24. 

Mr. Jonnson, | beg your candies Senator. 

Senator Moopy. Perhaps I misunderstood you. 

Mr. JonHnson, The best that we could expect from industry was to 
double in the first year: that is, in 12 months. What we have actually 
accomplished is to double in 15 months. 

Senator Moopy. I see. 

Mr. JOHNSON, We were asked to double In months at the first 
go-round in September of 1950. 

Senator Moopy. I see. Now. to what extent has the machine-tool 
shortage interfered with this? You mentioned a faster schedule. 

Mr. Jonunson. It has had a very definite effect, but it is impossible 
to pinpoint it and say it has—— 

Senator Moovy. That it was the only effect. That is what you are 
trying to say‘ 

Mr. Jonnson. Not the only effect. 

Senator Moopy. I understand that. You are not trying to say ma 
chine — are the only things that have held you up 4 

Mr. Jounson. That is right. 

Senator Moopy. You are saying they have contributed in a major 
degree to the delay ¢ 

Mr. Jonnson. Very definitely. 

Senator Moopy. Is = at the way you want to state it 4 

Mr. JonHnson. Yes, s 

Senator Moopy. Do you feel that if vou had had tools more qui ‘kly 
you might have resolved some of these other thi ngs? For examp le. 
if you had had the tools to cf with, could you not have gone 
to the Government and said, “There are aluminum forgings in the 
country. We have the seis. to make the airplanes, Which Is more 
Important- vuns or butter?” Could you not have done that if you 
had the tools? 

Mr. JouNson. Can you answer that? 

Senator Moopy. Mr. Bunce, would you say so? 

Mr. Br NCE. I do hot think so, bee: awuse tools were not the only things 
I mentioned space. 

Senator Moopy. Yes. 
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Mr. Bunce. You got to have a place to put the tools. We could 
not get the space fast enough. We could not build fast enough. We 
could not rehabilitate plants fast enough. 

Senator Moopy. I see. 

Now you are concerned about your future delivery of tools; right? 

Mr. Bunce. Yes. 

Senator Moopy. Do you have the space to put them now? 

Mr. Buner. Not yet, because our North Haven facility is late, for 
example. It will be 3 or 4 months late. 

Senator Moopy. Why will that be late? 

Mr. Bunce. First of all, we could not get steel, and now we cannot 
get bus dock, switch gear, and copper. 

Senator Moopy. You say cannot get it. Do you not have alloca- 
tion orders for it ? 

Mr. Bunce. Yes, sir, but they did not come in fast enough. 

Senator Moopy. And that plant will be 3 or 4 months late. When 
will it be ready ? 

Mr. Bunce. We hope at the end of May. 

Mr. 7. By the end of May? 

Mr. Bunce. Yes. 

Senator Moopy. When the plant is ready, will you have the tools 
to put in it? 

Mr. Bunce. Yes: we will have most of them. It so happens that we 
are moving existing departments into that plant which are already 
equipped. In fact, 70 percent of the machinery is company-owned 
machinery we are moving down. 

Senator Moopy. You see, Mr. Bunce, what the committee is trying 
to get at is whether or not there is anything that can be done now to 
speed this up. That is our purpose; and when we read that a con- 
tract has been canceled for the delivery of a certain kind of machine 
tool, which is in short supply, we are trying to determine whether it 
was wise to cancel that contract, and what 1s the general situation in 
the machine-tool industry which has made it impossible to make de- 
liveries more rapidly. 

What is the source of your concern about the future delivery of 
machine tools? 

Mr. Bunce. Well, the fact that the promised dates we get from the 
manufacturers are beyond our requirements. 

Senator Moopy. They are beyond your requirements? 

Mr. Buncr. For example, the first quarter of this year we require 
547 machine tools. The promises are 288. For the second quarter we 
require 365 machines, and the promises are 318. 

Senator Moopy. I see. 

Mr. Bunce. For the third quarter we begin to catch up: 284 re- 
quired, 326 promised. And the fourth quarter, 118 promised and 185. 
In other words, the total for the year 1952 still leaves us a deficit. 
We require 1,307 machines. We have promises for 1,117. 

Senator Moopy. You will only get in this first quarter about half 
of what you require? 

Mr. Buncr. Exactly. 


Senator Moony. And you will still be below in the second quarter? 
Mr. Bunce. Yes. 
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Senator Moopy. What are some of the tools that you are furthest 
behind on in this quarter now ¢ 

Mr. Bunce. Oh, it covers possibly 15 or 18 different types of ma- 
chines. It pretty well cover the water front, so to speak. 

Senator Moopy. Including these broaches and lathes? 

Mr. Bunce. Broaches, lathes, grinding equipment, drills, milling 
machines, 

Senator Moopy. Horizontal and vertical turret lathes ? 

Mr. Bunce. Yes, sir. 

Senator Moopy. Sothat whatever the situation is with regard to this 
contract, you are not getting the turret lathes you need or drilling 
machines or boring machines; is that right ? 

Mr. Bunce. We are not getting them fast enough. 

Mr. Noone. I note, Mr. Bunce, that some of your tools are promised 
for delivery in 1953. Do those include tools that you need this year, 
1952 

Mr. Bunce. Some of them; yes, sir. 

Mr. Noone. What is the longest lead time on tools that you need this 
year’ What is the longest delay on the tools that you have ordered ¢ 

Mr. Bunce. I think if you pick out the worst example, maybe, they 
ore anywhere from 8 to 10 months late, or will be. That is the worst. 
I mean they range anywhere from a month to 10 months late. 

Senator Moopy. These engines that you are making for the Navy 
and for the Air Force are very high priority items, are they not é 

Mr. Bunce. Yes, sir. 

Senator Moopy. So that if anyone ought to get deliveries on time, 
it would seem to me that the jet engine should be delivered on time. 
That is, you should have its components and its materials delivered 
on time. and its tools. 

What efforts have you made, Mr. Bunce, to get tools to increas 
your production because of slow delivery ¢ 

Mr. Bunce. Well, we continually are searching reserves and have 
been ever since the summer of 1950. Actually about half the Govern- 
ment machines that we have received since Korea have come out of 
reserves, and we are continuing to search reserves as hew requirements 
develop. We vo out and search the second hand markets, and of 
course We are in constant touch with the manufacturers making our 
machines, in other words, following them very closely. 

Senator Moopy. In other words, you feel it is a rather good thing 
they did not sell all the machine tools after the war; is that right 4 

Mr. Bunce. We have gotten a lot of help from reserves and some 

-plendid cooperation from the services in that respect. 

Senator Moopy. You got some from Marietta, Ga? 

Mr. Bunce. Yes. I think we got machines from 14 or 15 different 
lepots. 

Senator Moopy. I see. 

Mr. BUNCE. We visited them repeatedly and combed them over 
ind over. 

Senator Moopy. Looking for what you needed ¢ 

Mr. Bunce. Yes. sir: and taking substitutes wherever we could get 
them. 

senator Moopy. Substitutes are not, of course, as eflicient ? 
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Mr. Bunce. No, sir: but the ry will do the job. In other words, when 
vou got a critical se hedule you have to beat the devil around the stump, 
so to speak. 

Senator Moony. And you have done that, but nevertheless you do 
need tools that are irre - iceable ? 

Mr. Buner. Yes. s 

Senator Mocpy. “tn order to meet your present schedules even 
though they have been lenethened out ¢ 

Mr. Bunce. That is right. 

Senator Moopy. Now you say that the original proposals by the 
Government to double production in 9 months were impossible, even 
though that only lifted your production into 40 percent of World War 
II. Will vou tell us again why that would be an impossible goal ¢ 

Mr. Bunce. First of all, the materials lengthened out so in pro 
curement time. That is the first thing that hit us. I say the next 
critical thing was not being able to get space fast enough, manufactur- 
ing space. Then we began to run into bottlenecks on the machinery 
and equipment, and we were troubled to a degree by a very tight labor 
market. Now the labor has not really hurt us too much, because we 
have taken steps to set up a school and train and upgrade and so forth. 

Senator Moopy. You have not been measurably delayed by the 
shortage of skilled labor. Your principal delays, as I take it. have 
come from machine tools, space, and materials; is that right ¢ 

Mr. Bunce. That is correct. Of course, you realize, too, last sum- 
mer we Were very seriously set back by the Aluminum Co. strike and 
the Exeello str ike. 

Senator Moopy. Yes. 

Mr. Bunce. They are two very important suppliers. 

Senator Moopy. They did not help. Did you try to get foreign 
tools? 

Mr. Bunce. Yes. sir. We went over to Europe last summer and 
searched the Continent, and we actually hy ave something like ST ma- 
chines on order from Germany and Switzerland. 

Senator Moopy. You do now? 

Mr. Bunce. Yes, sir. 

Senator Moopy. They have not vet been delivered ? 

Mr. Bunce. They are just starting to come in. We have got the 
first of them. 

Senator Moopy. What kind of machines are those ? 

Mr. Bunce. Principally vertical turret lathes from West Germany. 

Senator Moopy. So you are buying abroad the same type of tool 
that the Government is cutting back! 

Mr. Bunce. Yes. 

Senator Moony. Did you have or do you have a contract to get 
Bullard turret lathes either from Bullard or from General Motors? 

Mr. Bunce. Well, we are receiving Bullards practically every week. 
I mean we have got lots on order, and we have been getting deliveries. 

Senator Moopy. How many did you have on order, sir? 

Mr. Bunce. To summarize it, 208 Bullards, of which 119 we have 
gotten or are getting out of reserve: 89 new. 

Senator Moopy. Eighty-nine new. How many of those have been 
delivered ? : 

Mr. Bunce. Roughly I] would say 45 to 48 out of them. I don't 
have that up to date. 
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Senator Moopy. Forty-five delivered would leave roughly 40 to 45 
still to be delivered ? 

Mr. Bunce. Yes, sir. 

Senator Moopy. Are those important in your production ? 

Mr. Bunce. Yes, sir. 

Senator Moopy. When do you expect to get them / 

Mr. Bunce. Anywhere from next week to the next 2 years. 

Senator Moopy. From next week to the next 2 years / 

Mr. Bunce. Yes. 

Senator Moopy. Let me ask you a question, Mr. Bunce. This may 
be a little out of your line. If you had been sitting on a Government 
board which had a contract to make 757 Bullards from a machine 
shop known to be competent, do you fee] this is the time to have 
canceled that contract ? 

Mr. Br NCE, | do not think I am in a positiol to judge, ‘| here are 
a lot of factors. 

Senator Moony. That is a fair answer and I think you are right 
about that. 

Mr. Bunce, to what extent does Pratt & Whitney subcontract / 

Mr. Bunce. It is our practice to subcontract roughly half of what 
woes into an engine, and since Korea we are tending to increase that. 
It is a little more than half at the present time. But our peacetime 
practice is to subcontract about half the engine. 

Senator Moopy. Is most of your engine subcontrac ting with large 
business or with small business ? 

Mr. Bunce. Seventy percent, in dollar value, 90 percent of the pur- 
chase orders are with small business. 

Senator Moopy. And you define smal] bus ness as a cCOMpany eM 
ploying DOO employees or less; is that right ? 

Mr. Bunce. Yes, sir. 

Senator Moony. Where are some of these subcontracts / 

Mr. Br NCE, Well. thev are all over the country, but approximate V 
half of them are in New England. 

Senator Mo my. I have a memorandum here that ind ites you have 
60 vendors in Prov idence, R. * alone. Is th if right ¢ 

Mr. Bunce. That is ri 

Senator Moopy. And ] 
lem now, does it not ? 

Mr. Bunce. I understand they do, 

senator Moopy. so, as you increase your proacuction t s will | t 
effect 1 cirectly on en ployment in that c1ty 5 1S that correct ? 

Mir. Bunce. Yes: as our schedules go up, I think it is reasonable to 
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rovidence has a eritical unemployment prob 
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~ay they will vet more of this to the subcontractors. 

Senator Moopy. How mah vendors do you have i the State of 
Michigan ? 

Mr. Jonnson. 330. 

Senator Moopy. 330 / 

[r. JONSON. Yes. 

Senator Moopy. Of those, how mat Vv are in the Detroit area / 

Mr. JormNson. It w il] be about. 190, a little b { better. 

Senator Moopy. 192: is that correct / 

Mir. Jounson. I think that is correct. 

Senator Moopy. Where are the others—around Flint / 

Mr. Jounson. Around Flint: yes, sir. 
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Senator Moopy. Jackson, Bay City. Where are the others, do you 
know ? 

Mr. Jounson. Specifically I cannot answer you right now, sir. I 

can get that information for you. I donot know. 

Senator Moopy. I would like to have it for the record, Mr. Johnson, 
because we are in a sense looking into two problems here. One is the 
problem of increasing military procurement, and the other is the 
proble - of not allowing pools of unemployment to develop. 

Mr. Jounson. Yes. 

Senator Moopy. And I wanted to bring out the point here that if 
means can be taken to increase production in Pratt & Whitney, it not 
alone means increased employment in the State of Connecticut, but it 
also means increased employment in other areas, particularly Michi 
wan and New England, which are extremely burdened with lack of 
jobs now. 

Mr. Jounson. That is right. I will be glad to get you the infor- 
mation and furnish it to you. 

Senator Moopy. I would like to have it. I think that is an impor- 
tant thing from the standpoint of this committee, particularly, be- 
cause we are endeavoring to help small business as much as we can. 

Mr. Jounson. This may interest you, Senator: Of the total dollar 
value of receipts from our suppliers, approximately 15 percent of 
receipts through 1951 came from Detroit. That is in dollar value. 

Senator Moony. Fifteen percent of the purchases of Pratt & Whit- 
ney came from Detroit ? 

Mr. Jonnson. That is right. In other words, we received approxi- 
mately $210,000,000 in value, and of that amount $30,000,000 came 
from Detroit. 

Senator Moony. I see. How much from Michigan as a whole? 

Mr. Jounson. I can only give you an approximate answer. I think 
t is about $45,000,000. 

Senator Moony. $45,000,000. And you said that you do subcon- 
tract in these small machine shops of New E ngland extens sively ? 

Mr. Jonnson. In quantities of suppliers Connecticut leads with the 
most number of suppliers. 

Senator Moopy. That is natural. You are right there. 

Mr. Jonnson. New York is second, Massachusetts is third, Illinois 
fourth, and Michigan fifth. 

Senator Moopy. I see. 

Mr. JonHnson. We have got 1,578 suppliers in the State of Con- 
necticut 

Senator Moopy. And by number, 90 percent of the subcontracts do 
gO into the hands of small business ? 

Mr. JoHnson. Small business; yes, they do, Senator. 

Senator Moopy. I see. Then you paid out about $210,000,000 jy 
1951? 

Mr. Jonnson. Yes, sir 

Senator Moony. To small companies? 

Mr. Jornson. Yes. 

Senator Moony. How much do you have in contracts with th 
Government? . 

Mr. Jonnson. I don’t know. 

Senator Moopy. How much did the Government pay you in 1951? 
Do you know that ? 
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Mr. Jounson. I don’t know, sir. I don’t think I can answer that. 


It would be trespassing on security a little bit if I did. 
Senator Moopy. All right, we won't ask for that. 


You had how many suppliers altogether, subcontractors, Mr. Bunce. 


do you know? 
Mr. Bouncer. 5,265. 
Senator Moony. Located in how many States? 
Mr. Jonnson. Thirty-four States. 


Senator Moopy. In the statement submitted here in answer to the 


committee's questions, Mr. Gwinn, your general manager, makes the 
categorical statement, “There has been and still is a critical shortage 
in machine tools.” 


I take it that is the general nub of what vou gentlemen are trving 


to tell me here this morning, and T assume you feel that the faste: 


machine tools can be delivered, the better you can meet your Gov- 


ernment contracts? 

Mr. Bunce. That is correct. 

Mr. Jounson. That is correct, sir. 

Senator Moopy. Do vou have any specific suggestions as to 
some of these bottlenecks might be opened up In any of these areas 
either materials or tools or space or labor ? 

Mr. Bunce. I do not. know how we can express that, Senator. 

Senator Moony. Be perfectly frank. 


1 
} 


Mr. Buncr. I mean the forward picture is anything but clear. We 
are worried, but with the cut-backs that have been made in schedules. 


we are all hopeful that things will ease up generally. a I think 


up until recently lack of a priority svstem has probably hurt us a 
much as anything compared to our World War II experience. Ih 


World War IT we could get materials, we could get machinery. we 


could get facilities, and in this 
Senator Moony. You feel that you should, first, have snecifie pri 





orities for the things that vou are going to buy and not have to go 


out and shop against the butter side of the economy; is that correct 
Mr. Bruce. I think that is a fair statement. 
Senator Moopy. I could not agree with you more. 
Do you feel the present priority system is adequate ? 


/ 


Mr. Bunce. Well, I think it still requires some clarification. 1 


mean we have very high priority. so to speak, on the J-48. It 
been put in the “hriekbat” category. Yet we go out and Visif Oo 
mathine tool friends and thev have never heard of it. 


Senator Moopy. Are machine tools which eould help vou Laser 
J-48 engines being sold now for other purposes out of the “brickbat” 


category / 

Mr. Buncer. I do not know, sir. 

Senator Moopy. What machine tools do vou need to make ve 
J—48 that vou are short of now? 

Mr. Bunce. The tvpes of machines I cited earlier. 

Senator Moopy. All those types ? 

Mr. Bunce. Yes. It is not any one type, it is a half a dozer 
types. 

Senator Moopy. Including what? 

Mr. Bouncer. Milling machines, grinding machines, drilling n 
chines. 

Senator Moopy. And lathes? 
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Mr. Bunce. And lathes. It is more than just turning equipment, 
in other words. 

Senator Moopy. I see. Well, is it not a fair inference that there 
are machines being turned out that are not being produced and de- 
livered for military items in the “brickbat” class? 

Mr. Bunce. I don’t know that, sir. It would only be an assump- 
tion. I do not know, 

Senator Moopy. But you do know that the “brickbat” class carries 
only about a dozen military items, evenly divided between the Army, 
Navy, and Air Force. So if that assumption were not a fair one, 
we would have to assume there were not enough of these tools being 
made to take care of a dozen military items. 

Mr. Bunce. I can’t say. 

Senator Moopy. Of course, you are not the most competent witness 
on that point. T realize it is out of your line, 

Gentlemen, thank you very much for your testimony. Is there any 
other suggestion vou would ‘like to make other than a stiffer priority 
S\ stem / 

Mr. Bunce. I don’t think so, sir. 

Senator Moony. In other words, what you want, if vou have a high 
pr iority item, is priorities on machine tools and materials to get that 
item: is that correct ¢ 

Mr. Bunce. That is correct. In other words, the priority system 
we had in World War II worked pretty well. 

Senator Moopy. I see. 

Mr. Bunce. And we broke a lot of bottlenecks. 

Senator Moopy. That is right. 

Mr. Bunce. And we do not have that this time, anything like to 
the same degree. 

Senator Moopy. And as a result you do not get either materials or 
machine tools fast enough: is that right ? 

Mr. Bunce. That is right. 

Senator Moopy. And you feel that you could get them fast enough 
if vou had that priority system; is that right ? 

Mr. Bunce. Well, we can just cite World War IT experience. 

Senator Moony. In other words, in World War ITI when there was 
a real sense of urgency in the country you really did get your ma- 
chinery and tools just as fast as they became available to anybody ? ’ 

Mr Bunce. I believe so: yes, sir. 

Senator Moopy. And now you do not feel vou are getting them that 
fast: is that correct ? 

Mr. Bunce. That is correct. 

Senator Moony. Thank vou verv much. Thank vou for coming 
down. 

Mr. Bunce. Thank you, Senator, 

Senator Moopy. Mr. Edw rd Raesdale and Mr. Roger Mitchell, 
please. 

Do vou gentlemen swear your testimony before this committee will 
be the truth. the whole truth, and nothing but the truth, so help you 
God ? 

Mr. Raaspatr. I do. 

Mr. Mircuett. I do. 
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TESTIMONY OF EDWARD T. RAGSDALE, GENERAL MANUFACTUR- 
ING MANAGER, AND ROGER EARL MITCHELL, GENERAL MASTER 
MECHANIC, BUICK MOTOR CAR DIVISION, GENERAL MOTORS 
CORP., ACCOMPANIED BY L. H. BRIDENSTEIN, LEGAL STAFF, 
GENERAL MOTORS CORP. 


Senator Moopy. Will you identify yourself and your company and 
your position with the company, Mr. Ragsdale, first / 

Mr. Ragspace. Edward T. Ragsdale, general manufacturing mat 
ager, Buick Motor Car Dvision, General Motors Corp. 

Senator Moopy. And Mr. Mitchell ? 

Mr. MITCHELL. Rover Karl Mitchell, veneral hiastel mechanic, 
Buick Motor Car Division, General Motors Corp. 

Senator Moopy. First let me say I have always thought the Buick 
Motor Co. was just about tops in production competency, and if you 
gentlemen are the men responsible, I want to congratulate vou. 

Mr. Ragspaute. Thank you. 

senator Moopy. Mr. Bridenstein, do vou waht Co dentify yourselt, 
too ¢ 

Mr. Bripenstein. L. H. Bridenstein, legal staff, General Motors 
Corp. 

Senator Moopy. Mr. Ragsdale, do vou want to take over ? 

Mr. Ragspare. I will until I get stuck. 

Senator Moopy. What vital defense contracts do you have in your 
company at the present time, Mr. Ragsdale ? 

Mr. RaGspa.e. CD-850 cross-drive transmission for tanks: J-65B3, 
Sapphire jet engine. 

Senator Moopy. What was the number of the tank engine 2 

Mr. Ragspate. CD-850. That is the transmission, Senator, cross 
drive. 

Senator Moopy. I see. 

Mr. Raaspace. Cross-drive transmission. 


Senator Moopy. Mr. Ragsdale, this is an inquiry into the machine- 
tool situation, primarily as it relates to small business. And while 


I know the Buick Motor Co. is not a small business, I assume you do 
considerable subcontracting, too, do you not ¢ 

Mr. Ragspaue. That is right. 

Senator Moopy. Can you give us an idea of the extent to which 
you subcontract. 

Mr. Ragspatr. On the J-65 we are only building 25 percent and 
subcontracting 75 percent. I can send you a list of subcontractrs on 
both programs if you would like to have it. I do not have it with me. 

Senator Moopy. I am very interested to have it. How much of 
that subcontracting work is done in Michigan and how much outside ¢ 

Mr. Ragspare. Roughly 90 percent of it is in Michigan? 

Senator Moony. Ninety percent is in Michigan ? 

Mr. Racspae. Yes, 

Senator Moopy. In other words, any increase in general produ tion 
on the J-65 would be an increase of employment not only in Buick 
but all over the State: is that right? 


Mr. Raaspate. In Michigan. 
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Senator Moony. And you go outside to subcontract? Where is the 
other 10 percent? 

Mr. Racspate. New Jersey, New York, Wisconsin, Ohio, Illinois. 

Senator Moopy. It is sc: attered, in other words? 

Mr. Racspats. Scattered. Those are mostly the people who make 
the accessory group on the engine and are specialized in that, such 
as Bendix and Eclipse. 

Senator Moopy. When you say you subcontract 75 percent of the 
work, roughly how many subcontractors do you have. 

Mr. Racspate. I couldn’t tell you exactly because there are so many 
small ones, but we have three large subcontractors—Oldsmobile, Har- 
rison and Brown-Lipe-Chapin, the three major subcontractors. 

Senator Moopy. Do you have a number of small-business sub- 
contractors ¢ 

Mr. Raaspate. That I would have to give you in a letter because it 
comes under the purchasing department, and while we generally know 
who the subcontractors are, I do not know how big they are. 

Senator Moopy. I see. 

Mr. RaGspate. We can indicate that in the list I send you. 

Senator Moopy. You do considerable subcontracting with small 
business, do you not? 

Mr. Raaspate. Yes, sir. 

Senator Moopy. I think it is always a good thing, and whenever I 
have an opportunity I like to relate the interrel: ationship between 
big business and small business, because this committee is not confining 
its inquiry merely to small business concerns. If it did so, it could 
not get the facts it is seeking. 

Mr. Ragspate. We do considerable subcontracting with small busi- 
ness. 

Senator Moopy. Tell me about your production schedules to the 
extent you can and within the limits of security. Have they been 
extended ? 

Mr. Racspate. Our CD-850 schedule has not been changed since 
we had our letter contract. We are up to schedule and have been on 
schedule since we started production on it last fall. 

Senator Moopy. I see. 

Mr. Ragspate. On the J-65 we have had two cuts. One of them 
was in the early phases of the development of this contract, in which 
we never received a letter. In other words, we did some planning on 
a number of machines we needed, and so forth, on a figure that was 
supplied by Wright Field, but then was never realized in a subsequent 
schedule, and we have only had one cut-back in schedules so far as the 
latter contract is concerned. 

Senator Moopy. What does that cut-back amount to? 

Mr. Bripenster. I suggest we give it in percentages, if that is all 
right. 

Senator Moopy. Yes: I would suggest that too. 

Mr. Raegspair. Eighty percent, I think is right. 

Senator Moopy. Cut back 80 percent ? 

Mr. Ragspare. Right. 

Senator Moopy. Cut back to 80 percent or by 80 percent? 

Mr. Raagspare. By 80 percent. 

Senator Moopy. So you are only being asked to make a fifth as many 
as the original schedule called for you to make ? 


- 
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Mr. Raespa.e. That is right. 

Senator Moopy. Is that not an urgently needed engine? 

Mr. Ragspae. That I cannot answer. The authorities have to an- 
swer that. We do not have an urgency rating to help us get machine 
tools. 

Senator Moopy. What airplane does that go into? 

Mr. Ragspa.e. The F-84F is the only one we know of right now, 
and there was some talk that it would go into a Canberra. However, 
we do not know that. 

Senator Moopy. But in general this engine is going into the F-84F, 
is that right ? 

Mr. Racspave. ‘That is right. 

Senator Moopy- And you have no priority on that / 

Mr. Raespane. No, sir. It is just a hunting license, where you go 
out and trv to find the machine, and when you get it somebody else 
takes it with a priority. 

Senator Moopy. Who takes it? 

Mr. Racspate. Well, in the case of the CD-850 I think most of them 
were diverted—have you got that list there? 

Mr. Mrrcne.y, I have the list of diversions here. We have radial 
drills. I donot have the list of who got them, but oe type of machines 

Senator Moopy. Read a few of the types of machines. 

Mr. Mrreneiyi. There is a 50 foot column American radial drill 
which was promised March 1952 and now it goes to December 1952 
That is a replacing machine. 

Senator Moopy. Let’s have some talk now about machines that are 
holding up your production or delaying your production or have de- 
layed it. 

Mr. Ragspate. We cannot talk that way because we have not been 
del: ved 1 In produc tion yet. 

Senator Moopy. That is good news. You say “yet.” Do you expect 
to be? 

Mr. Racspatr. We are not in production on the Sapphire en 
and won't be until late this fall. 

Senator Moopy. Oh, I see. 

Mr. Ragspate. But we do not expect to make our production rate 
on account of machine tools. 

Senator Moopy. You do not expect to? 

Mr. Raasparte. No. 

Senator Moopy. Is not that a rather new experience for General] 
Motors ?¢ 

Mr. Racspaue. Well, we have done everything possible to get around 
all the tools by improvising, using existing equipment, and whatever 
we can, and we got to the point where we need for our pilot line 125 
machines. 

Senator Moopy. 125 machines for your pilot line? 

Mr. Ragspate. Yes. 

Senator Moopy. When are you supposed to go into production, Mr. 
Ragsdale? 

Mr. Racspate. This fall. 

Senator Moopy. This fall? 

Mr. Racspaute. Late fall. This is an entirely new engine. It is the 
eee Sapphire engine. 

nator Moopy. I understand. 


rine 
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Mr. Ragspare. Redrawn to American standards and has never been 
built yet. 

Senator Moopy. So you are building this new engine / 

Mr. Ragspare. That isright. 

Senator Moopy. And it is to go into the F-S4F to be delivered this 
fall:isthat right ? 

Mr. Ragspatr. That is right. 

Senator Moopy. And you are lacking 125 tools for the pilot line ? 

Mr. Racspate. We are Jacking more than that. We are lacking 
1.477 machines for the pilot line. However, by ca 08 ising and more 
costly methods of manufacturing, we have arrived at an absolute 
necessity for 125 machines. 

Senator Moony. What are some of those machines ? 

Mr. Racspare. Well, they are zero-type gear cutters, broaches, grind- 
ing machines, both horizontal and vertical lathes, internal grinders, 
just across the board. 

Senator Moovy. Horizontal and vertical turret lathes and erinders. 
You heard the testimony of Pratt & Whitney, another highly compe- 
tent engine manufacturer / 

Mr. Racspatr. Yes, sir. 

Senator Moopy. And as I understand.it, the same difficulty applies 
to you that has applied to them, that is, you do not have a priority to 
vet machines. 

Mr. Racsparr. No: they have a priority. 

Senator Moopy. They have a priority ? 

Mr. Ragspate. I am under the impression they have. If they are 
in the “brickbat” category, they do. 

Senator Moopy. Mr. Bunce, I see you are still here. Do you have 
a priority being in the “brickbat” class ¢ 

Mr. Bunce. Well. ap parently it does not ap ply t o machine tools 
as far as we know today. In other words, our machine-tool suppliers 
don’t know what it is. 

Senator Mcopy. So even though you are in the “brickbat” category, 
vou still do not have a priority; is that right ? 

Mr. Bunce. As far as getting machinery is concerned, we do not 
have a priority. 

Senator Moony. I see. 

Mr. Ragespare. I have been misinformed then, Senator. 

Senator Moony. That is all right. 

Mr. Ragsdale had the impression you did have one and I thought 
we ought to clarify that. 

Mr. Bunce. Well, we do not know how to use it vet if we have, 
hecause it does not apply to machinery as vet. Whether it will or not 
is something else. 

Senator Moony. Perhaps that is one reason why your production 
has been as slow as it has been, that engines of this category have not 
been given priority. Do you feel. Mr. Ragsdale, you should have 
priorities for this? 

Mr. Ragspatr. Yes, sir 

Mr. Mirenenu.. I can ceive you an illustration of some effects of 
these ratings on us. 

Senator Moopy. That is the reason we have you here. 

Mr. Mircnew.. I have here the detail of our cross-drive transmis 
sion. We started this job prior to the Sapphire engine. 
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Senator Moopy. May I ask you to describe the urgency of that. 
E verybody can visu: alize the urgency of a jet engine. 

Perh: aps a cross-drive transmission is not quite so romantic, and I 
think perhaps you had better explain why that is an urgency item, too, 

Mr. Mrrenett. I can explain the urgency of the item only in this 
way: Our urgency that is established for purchasing machinery is 
DOUY. It is just a hunting license. So that must be the urgency of 
the item. That applies both to the Sapphire engine 
drive transmission. 

Senator Moopy. Just a hunting license ? 

Mr. Mir HELL. We vet some game and the other fe 
away from us. 

Senator Moopy. They can take 
“brickbat™ category 

Mr. Mircnenn. 'T i it is the machine builders’ case, ves. 

Senator Moopy. You probably concede there may be a few thi os 
or some things in the production schedule of the Government which 
would be more urgent than this? 

Mr. Mrrcenev.. Going by our ratings, that is the only means we h: 

Senator Moopy. | was going to suggest perhaps you might feel 


and the cross 


1] 
‘llows take it 


it away from you if they are in the 


that this is more urgent sig = some other things: is that. oo C¢ 

Mr. Mrr« HELL, Well. n the first place, we figured it was tl 
urgent in the country. 

Senator Moopy. Whi‘ 

Mr. Mur HELL. Well. the 1ob we are givel we take on that b; 

Senator®Moopy. That is right. 

Mr. Mireneiyi. I would like to show you here what has happened 
since urgencies have been established. At one time when we started 
this job we were more or less in the free machinery market and got 
promises. This is the pilot line, cross-drive transmission. 

Senator Moopy. Explain what that is. 

Mr. Mrreneiyt. The equipment required to inaugurate the starting 
of production on the job. 

Senator Moopy. When vou say a “pilot line,” do you intend t 
more than one line ultimately / 

Mr. Mirenenn., Oh, yes, with additional equipment beyond t] 

Senator Moopy. This is merely for your first production line 4 

Mir. Mitenevn. First production. 

Mr. Ragspate. That is one of everything. 

Senator Moopy. That is right. 

Mr. Mircuenun. Ori gin ally last August our promises on all of this 
equipment to us was the Ist of May, all to be del veered prior to ft 
Ist of May this year. 

“enarol Mi MODY. You expected to have the entire requirement by 
M i\ l 4 

Mr. Mirceneti. Pilot line requirement. They were 

Senator Moopy. Tl | 

at right / 

Mr. Mircnenn.. 1477. No: you are talking of a total, that 


1? ey rr} 
Sapphire job. Th 


promised. 
at was 1.477 machines that vou do not have: Is 


s is the cross drive. 
senator! Voopy Ian SOTr\ 


MI Mare HELL. Since the estab shment Or «all 


iirectives, rrr 
so-called “brickbat™ classifications, our promises have gone fron 


t st of May. 1950, through May of 1954. including first quarte 
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Senator Moopy. Do you mean to say you cannot get into production 
until 1954? 

Mr. Mrrcne tt. We are building these things in low-production 
capacity. We are making some parts of the tools, some parts in 
the engineering department. 

Senator Mcopy. You mean you are making transmissions / 

Mr. Mircue.t. Yes, sir. 

Mr. Ragspate. We are up to schedule. 

Senator Moopy. Up to schedule, but you need these tools for what 
reasons ¢ 

Mr. Mircuett. To make an economical operation out of it. 

Senator Moopy. And to accelerate production to meet your schedule ? 

Mr. Racspae. That is right. 

Senator Moopy. In other words, making a schedule which at the 
present time is very low 4 

Mr. Ragspaue. Very low; that is right. 

Senator Moopy. So, if you are going to make anything like an ade- 
quate number of these transmissions, you are going to have to have a 
production line é 

Mr. Mircneiz. That is right. 

Mr. Ragspatr. Yes. If we are going to make the future schedule 
as laid out right now, we need additional equipment. 

Senator Moopy. I see. 

Mr. Mrrcewett. What we are doing at the present time—we pulled 
29) machines out of the Buick production lines and are working on 
this job. 

Senator Moopy. Did you have to shut the Buicks down in order 
to do it 

Mr. Mircnent.. No; we did not shut the Buicks down—cut the pro- 
duction down. 

Senator Moopy. Is not this a good example of the way you can 
improvise and can use tools that are partially in civilian pride tion 
for military production and continue to use them both in civilian 
production and military production, too, at the same ime? 

Mr. Mircnery. That is correct. 

Mr. Racspatr. It is more expensive to manufacture that way, 
Senator. 

Senator Moopy. I understand that; but I just wanted to point out 
that it is possible. 

Mr. Raaspate. That is right. 

Senator Moopy. To use some civilian tools. 

Mr. RaGspare. That is right. 

Senator Moony. And transfer them. And with your ingenuity and 
improvisation you have been able to get some production ? 

Mr. Ragspatr. That is right. 

Senator Moony. But, as I understand your testimony, the lack of a 
priority position for these transmissions and for the Sapphire jet 
components has meant you have been unable to get into production 
to an extent which gives promise of meeting your whistles as they 
are forecast; is that correct? 

Mr. Racspate. That is right. 

Senator Moopy. I see. 
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Mr. Mitcuetn. There are 89 machines here promised after April 
30 which we were promised before the first of May of this year. That 
is the result of the urgencies, “brickbat” and so forth. ; 

Mr. Raespaue. There is another thing that you might be interested 
iio 

Senator Moopy. May I get what Mr. Mitchell was saying here. You 
say you were going to get 89 machines? 

Mr. Mircnetn, Eighty-nine of these machines are promised after 
the first of May of this year. 

Senator Moony. After the first of May ? 

Mr. Mrrcene.i. Yes, and they were all promised prior to the first of 
May. 

Senator Moopy. I see. 

Mr. Mrrone.t. Because of urgencies having affected us, we had o 
this total 986 to begin with. 

Mr. Mrtrcuriy. We had received 723. 

Senator Moopy. You were promised 986? 

Mr. Mitcnewy. Prior to May 1, 1952. 

Senator Moony. IT see, and you received ¢ 

Mr. Mitenern. 723, and at the present time 89 are promised afte: 
that date. 

Senator Moony. And some of them are not going to be delivered 
until ? 

Mr. Mircnent. Ninteen-hundred and fifty-four. 

Senator Moony. That is one of each, as Mr. Ragsdale said: is that 
right ¢ 

Mr. MrrcuweEy. Pilot line equipment only. 

Senator Moopy. You mean that you cannot run your pilot line 
until you get your last machine? 

Mr. Mrrcnet,. We are building transmissions. We have sub- 
stituted stuff from Buick, and we are still looking for machinery and 
used machines. We have picked up used machines. We have gone 
through the Rockford, Kansas City, Portland, Maine, New York 

Senator Moopy. Yes. 

Mr. Mrrcnewt. And practically all over the country buying used 
machinery. 

Senator Moony. Are these machines that you really need, that you 
have to have, or are they machines you would just rather have 
order to produce a little better / 

Mr. Raaspate. We have to have. 

Senator Moony. Tell me why you have to have them. I thought 
the implication was these machines had not been delivered but you had 
gone out and bought used machines and were using them. 

Mr. Ragspatr. Where we bought used machines, they are right 
the pilot line now, but places where we do not have machines are 
blank in the pilot line, and we are making those in the tool line. 

Mr. Mircuect. Part of the trouble is the step-up in our schedule. 
Mr. Raaspaue. That is right. And we have sent to Ordnance an 
other list of 35 machines beyond what we require to further accelerate 
our program, so that we can build blanket transmissions to meet the 

transmission requirements. 

According to the vehicular requirements, as we know them, approx 
imately in November there will be more requirements—vehicle 1 
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quirements will be higher than the combined capacity of Allison and 
Buick to produce transmissions for them. So we have now proposed 
to the Government to give us another 35 machines on top of these, 
which will allow us to expand our production and give us enough to 
take care of the tank manufacturers as they come in later on and to 
provide more employment in our area. 

Senator Moopy. When you say another 35 that is on top of the 89 
you are not getting, is that right / 
~ Mr. Ragspare. Thirty-five on top of the program which we are not 
vetting. 

Senator Moopy. What is the program? 

Mr. Ragspare. The total program on the CD-850 is 10,155 machines, 
and we have 3,000—wait a minute, I am giving the totals—2,859. 

Senator Moopy. That is the total ¢ 

Mr. Ragspaue. That is right. of which we have 1,988 that we have 
received. 

Senator Moopy. 1.988 ¢ 

Mr. Ragspate. Yes, leaving a balance of 871 that we need. 

Senator Moopy. 871 needed / 

Mr. Ragspare. For the total program. 

Senator Moopy. How does that relate to the figure of 89% That is 
just for the pilot line / 

Mr. Ragspae. Just the pilot line he is talking about. 

Senator Moopy. You are asking for an additional 35 machines? 

Mr. Ragspare. That a ‘ight, to expand the over-all program be- 
yond what - schedule we have from the Government is today. In 
other words, we do not think the Government se ‘hedule 1 Is adequi ite to 
meet the vehic ok ar requirements, Now that is our op! inion. 

Senator Moopy. In other words, somebody has scheduled more tanks 
than they have transmissions ¢ 

Mr. Racspavr. That is what we think. 

Senator Moopy. Those would really be sitting dueks, would they 
not. if they did not have transmissions ? 

Mr. Mrrcnev.. There is one more thing that is going to affect us— 

Mr. Racspaute. Before we get off this, we sell these transmissions to 
the tank manufacturer and not the Government. The Government 
set our schedule up that we were to build, and then we sell to the tank 
manufacturer, 

Senator Moopy. So you are vourself a subcontractor on the tanks, 
is that right? 

Mr. Racspate. No we are a prime contractor on transmissions. 

Senator Moony. With the Government or with some other manu 
facturer ? 

Mr. Raespaute. The Government started us and now we are—-well, 
we sell them to the tank manufacturers. 

Senator Moopy. What tank manufacturers are vou selling to? 

Mr. R AGSDALE. American Locomotive, Fisher Body. Chrysler. and 
| beheve Baldwin is in there too. : : 

Senator Moopy. And for the record, you are making what tank? 

Mr. Ragspate. The medium tank. I do not know the number. 

Mr. Bripenstein. Senator, if T may clear that up just a bit ? 

Senator Moopy. Yes. 

Mr. Bripenstern. The Governme nt gave Buick Motor Division a 
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available to the tank manufacturers when they submitted their pur- 
chase orders to us. 

Consequently, Buick is in the position now of keeping close contact 
with the Ordnance tank automotive centers to make sure of the Gov- 
ernment’s tank requirements in total rather than move their schedule 
up and down as required by the tank manufacturers themselves. 

So when they talk of an additional 35 machines, it is with the knowl- 
edge of the over-all program directly from the Ordnance rather than 
orders from the tank manufacturers. 

Senator Moopy. And what you feel you have is a shortage of orders 
from the manufacturers to meet the vehicular goal: is that right 7 

Mr. BRIDENSTEIN. I do not want to say a shortage of orders—a 
shortage of de a requests. In other words, as they put their de- 
liveries back a bit or change their delivery schedule they might turn 
around to Buick and require in 1 month perhaps a hundred transmis- 
sions more than Buick would have facilities to build. 

senator Moopy. With your present tooling can you meet even the 
schedules that you have now 4 

Mr. Bripenstrein. They are meeting the schedules. 

Senator Moopy. You are now ? 

Mr. Ragspate. Soon we won't. Just how quick, I don’t know. 

Senator Moopy. You are about to fall behind in production for 
lack of certain tools. Isthat the aist of your testimony £ 

Mr. Raospaur. That is correct. 

senator Moopy. Now what tools are involved ? What are those 
tools? Tell us. 

Mr. Ragspaue. Cross-bore mills, lathes, drills 

Mr. Mrreweuyi. On the cross-drive transmission our worst items are 
about three and four horizontal and vertical mills and large six-foot 
radial drills, and precision boring equipment of the larger size. On 
the cross drive that is our story. They are the worst items. 

Senator Moovy. And you do not have adequate priorities to get 
them ¢ 

Mr. Mircenects. No. In fact, on this listing right here, I have talked 
to the machine builders last week, and at the present time—— 

Senator Moopy. From whom are you getting those machines ? 

Mr. Mircnene. On the radial drills, Carlton, American, Marsh. 
Carlton on the larger makes, and they are quite a ways behind on 
de livery. Of course, we have diversions, and when some of our ma 
chines come up the vy are diverted to some ‘body else. That is where the 
hunting license does not work. 

Mr. RAGSDALE. And we have bought. recelved and have some on 
order of the large radials from Europe. 

Senator Moopy. So you are buying tools from Kurope / 

Mr. Ragspare. That is right. 

Mr. MITCHELL. We have bought some Italian radials. 

Senator Moony. Are they oe tent tools, good tools? 

Mr. MiIrcue.Ly. They are wood, | ut the sy do not compare with Amert- 
an-made machines iN ny opinion. M: iybe I am pre judi had ‘J hey 

re | alter. Perhaps that Is it. 

Senator Moopy. You were speaking there of these transmissions 
Now how about the jet engine what Is your picture there? 

Mr. Ragspate. The total picture? 
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Senator Moopy. Unless you have something more on that. 

Mr. Raaspatr. No. You mean the total jet picture ¢ 

Senator Moopy. I want to know in general. 

Mr. Ragspaue. Our total py seem is a requirement of 7,296 ma- 
chines, and we have received 1,140, and we have 6,156 to come. 

Senator Moopy. 1,140? 

Mr. Ragspare. That is right; 6.156 undelivered machines. Now 
that is represented in these books [indicating]. 

This book here is the total line. These four books here are the 
pilot line broken down into different categories, and this is 125 essen- 
tial machines that we have to have to start and which you have back 
there. These are the other machines that we need to complete a 
pilot line to get away from doing everything in the tool shops. 

Senator Mcopy. In other words, in order to do a batch job like 
they might do in some country where they do batch tooling, you have 
to have 125 machines? 

Mr. Raaspate. That is right. 

Senator Moopy. And in order to do a production-line job you have 
to have how many ? 

Mr. Ragsparr. On the pilot 9,184 machines, we have received 507, 
with undelivered balance of 1,477. 

Senator Moopy. So you have to have 1,477 machines before you can 
set up your first pilot line? 

Mr. Ragspate. That is right. 

Senator Moopy. When are you supposed to get rolling on these en- 

gines under your requirement ? 

Mr. Raespare. Late this fall. But to set up and get started with 
the proper lead time, we need that pilot line by May 1 of this year. 

Senator Moopy. Will you have it? 

Mr. Ragspare. No, sir. 

Senator Moony. How many of those machines will you have? 

Mr. Ragspate. That is hard to say. We have 507 right now and 
the promised dates do not mean too much, because the only thing 
you can depend on is when you get the machine. 

Senator Moopy. Do you really need from May 1 to fall to get the 
thing in place and get it rolling, or could you do it by June 1 “if you 
got the tools by June 1? 

Mr. Ragspaue. I wouldn’t say you couldn't do it. I am talking 
about the normal lead time between setting up your machine, trying 
out your materials, finding out whether you are all right with the 
tooling. and making whatever changes are necessary in “tooling, and 
producing parts with proper lead time ahead of the subassemblies, 
which have to have lead time against assemblies, which have to have 
lead time against complete engine and test cells. And to deliver an 
engine late in the fall on the scheduled date—I do not know whether I 
am allowed to tell you the exact date or not—then we must produce 
three engines 2 months prior to that in order to get the 150-hour type 
test to get the engine approved. So we h: ave to produce e three engines 
2 months ahead of any delivery of one engine. 

Senator Moopy. I am sorry. Would you repeat that ? 

Mr. Racspatr. We have to build three engines for our type testing, 
which is 150 hour test, about 2 months ahead of production. Then 
that is pretty close, because this engine has never been run before. It 
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is a New engine, and if we get into trouble and we have to change parts 
and chi inge our ‘tooling, we do not have much time left over to try to do 
that in 2 ‘months. 

Senator Moopy. In other words, this is not a simple matter and these 
things do not come off like ginger cookies, and you have to have a 
chance to check and see whe the r thee ngine is right before you actually 
start turning them out? 

Mr. Ragspare. That is right. The Government has to approve the 
150-hour type test. 

Senator Moopy. Y - are not going to get your tools in order to start 
this Sapphire engine? 

Mr. RaGspa.e. “Not at the present rate. 

Senator Moopy. At the present rate when will you get them ? 

Mr. RaGspaue. We have no idea. 

Mr. Mircue i. Our last promises—here is the pilot line on the 
Sapphire. Our total machines required is 1,970. Promises run by 
months through September 1952 to 1953, into the first half of 1954. 

Senator Moopy. Do you mean to say that you will not be able t« 
meet the schedule here? 

Mr. Mircue.y. Here are the promises [indicating]. 

Senator Moopy. The schedule set up for this fall will not be met 
before 1954 because of the delay in machine tools 

Mr. Mircue tpt. Not unless we can steal more machine tools from 
our 

Mr. RacspaLe. He does not mean that. If we get the 125 machines 
we are talking about, and then through various and devious means of 
making the rest, we will meet our schedule this fall. But how long 
we can go is problematical. 

Senator Moopy. In other words, that is a low schedule starting out ? 

Mr. Ragspate. A low starting schedule. It starts from one engine 
the first month to be delivered. 

Senator Moopy. In other words, you can make one engine if you have 
125 tools but you cannot roll into high production without having a 
lot more ¢ 

Mr. Ragspare. Not roll into high production, and our schedule 
accelerates fast in 1953. We are supposed to get up to our maximum 
schedule by the middle of the year. 

Senator Moopy. And you have to have 125 tools to make that one 
engine; is that correct 

Mr. Ragspatx. To make—well, we will say to make our 1953 sched 
ule—rather the total schedule for 1952, I mean, which is very low 

Senator Moopy. Let’s talk about those tools. What prospect is 
there of getting those tools? 

Mr. RacgspaLe. Some of those are promised at the end of 1953. 

Senator Moopy. Even these 125? 

Mr. Racspatz. That is right. And some of them we have no prom 
ised dates whatsoever on, cannot even get promised dates on. 

Senator Moopy. So you won't be able to make a single engine 4 

Mr. Ragspate. I wouldn’t say that. We can always make at 
engine some way. 

Senator Moopy. What do you mean by that, Mr. Ragsdale ¢ 

Mr. Racspate. You said one engine. 

Senator Moopy. Yes. 
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Mr. Ragspate. We are going to make three engines, if I have to 
make the whole thing in the toolroom. 

Senator Moony. I see. 

Mr. Raespace. For our type test. 

Senator Moopy. In other words, you are going to make some engines 
for the type test ¢ 

Mr. Ragspate. Yes, sir, we are going to make three engines if we 
have to make them all in the toolroom—the whole thing. 

Senator Moopy. But if you do not get these 125—— 

Mr. Raagspate. Then we cannot start to build to meet our low 
schedule to furnish to the Government. You see these three engines 
do not go to the Government. They buy them and give them back 
tous. They are work-horse engines and type-test engines. 

Senator Moopy. Do you have to have these 125 tools to make your 
first deliverable engine or not? 

Mr. Racspaute. I would say that is about the story. 

Senator Moopy. That is about the story? 

Mr. Racgspate. Maybe. Now in these 125 there are some of them 
that are only a month out from being adequate for the delivery. Now 
if we could just get help to move those machines up a month, we 
would be all right on them. I would say out of the 125 machines that 
probably 40 machines we are definitely in trouble on long delivery 
dates. 

Senator Moony. What types are they ? 

Mr. Ragspaue. They are the same type—broaches. 

Mr. Mrrenev.. Broaches is one of the worst things in there, I 
believe. 

Mr. Ragspae. That is a very bad item and also lathes. 

Senator Moopy. What kind of lathes? 

Mr. Raaspate. Verticals. 

Senator Moopy. Vertical turret lathes? 

Mr. Racspaue. Yes. 

Senator Moopy. When are you promised those ¢ 

Mr. Ragspate. Some of them in 1952, some of them in 1953. 

Senator Moopy. Are you talking about Cut-Masters, now, Bullards? 

Mr. Ragspare. Yes, sir, or Man-Au-Trols. 

Here is a vertical turret lathe promised September 1953 out of the 
first group of machines we are talking about. 

Senator Moopy. What kind is that—a Bullard? 

Mr. Racspate. A 34-inch. We don't say on here. It is a Bullard 
according to the source code. 

Mr. Mrrcnevt. We have a few I just got before I left. One 36-inch 
in April of 1952. another 36 in April of 1952, a 30-inch—no, that is 
in 1953. That is two for the fourth part of this year. 

Mr. Ragspate. Quite a few in 1953 here and some not even promised. 

Senator Moopy. That is out of your 152 tools for the first line? 

Mr. Ragspate. That is right. 

Senator Moopy. You say you took some tools off the Buick line; is 
that right? 

Mr. RaGspante. That was on the cross-drive transmission, 

Mr. Mircnett. That is right. 

Senator Moopy. Would there be any tools available in the Buick line 
for this work? 
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Mr. Ragspate. About the only thing we can use in this is some of 
the small parts you make on automatics. You take like this vertical 
turret lathe and that type of equipment we do not use those in auto- 
motive production. 

Senator Moopy. And you must have them for these jet engines? 

Mr. Ragspatr. For this type of production yes. 

Senator Moony. So there is no such type « of machine in automotive 
production; is that right 4 

Mr. Rac SDALE. I can't say that comp rlete ly. In the toolroom where 
we repair and make tools we might have one or two Bullards—not on 
the production line. 

Mr. Mircuent., I would say we probably have in the neighborhood 
of about 10 Buick-owned vertical turret lathes, and they are used in 
machine repair rooms and toolrooms, not on the production line. 

Senator Moopy. Not on the production line 4 

Mr. Racspate. No, si 

Senator Moopy. Pw you planning to use those on this engin 
contract ¢ 

Mr. Racspate. We are using them right now both ways. We do our 
work on them, then we make some Government stuff off them. 

Senator Moopy. I am very glad to have you say that because there 
has been some impression that either they could not be used at all, 
which did not seem sensible to me, or else that if you used them at all 
on Government work you could not use them at all in the toolroom for 
civilian work, which also did not seem very sensible. 

Mr. R \GSDALE., We do. 

Mr. Mircueiy. These are our machines. 

Senator Moopy. I understand that. What you are doing is using 
your toolroom for both defense work and eivilian work: is that right ¢ 

Mr. Mirenen.. That is right, and our engineering department, 
Coo. 

Senator Moopy. What do you think of the cancellation of the Bul 
lard contract by the Government ¢ 

Mr. Racspaue. I am not in a position to answer that. 

Senator Moopy. I realize you work for the same corpor ition. I 
want to ask you now as a production man making engines. You say 
you cannot get into production of these J-65 engines until you have 
more vertical turret lathes among other tools. 

Mr. Ragspate. We have a definite requirement for vertical turret 
lathes which we cannot ge in time. Now I do not know what all 
other industry does. In other words, if Bullard did not have to build 
anevens a turret lathe but us, then they could take care of us. So I 

‘an answer your question only so far as Buick is conce coal 

Senator Moopy. Let me ask you this: Are you going to get delivery 
of the machines you need on time ? 

Mr. Ragspate. No, sit 

Senator Moopy. So apparently somebody else needs them; is that 
right? 

Mr. Racspate. No doubt. I do not know. We are not going to get 
them on time. 

Don’t you have a Bullard there not to be delivered until 1954, or are 
they all to be delivere ‘ a 1953 % 


Mr. Mrrenenn. All i D8 
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Senator Moopy. I think in view of this testimony I am going to call 
back the people who have testified here that they canceled this con- 
tract because there was no need for the machine, that other machines 
could be substituted. 

Now, could you, Mr. Mitchell, substitute other machines in this 
situation ? 

Mr. Mircuety. We have done that. I believe where we originally 
estimated Bullards on the Sapphire operation, we have bought hori- 
zontal lathes, covering 225 Bullards. 

Senator Moopy. You have? 

Mr. Mircue.t, Horizontal lathes to replace them. 

Mr. Racspate. Both T lathes and engine lathes. One hundred and 
n T lathes and 115 engine lathes we bought. 

Senator Moopy. And you have them now? 

Mr. Ragspate. No, sir. 

Senator Moopy. Why did you make that shift? 

Mr. Ragspaue. Because of the fact that you just could not get 
promises on Bullards. 

Senator Moopy. You just couldn’t get promises on them ? 

Mr. Ragspare. No. 

You get back into that Air Corps pool deal on that, 

Mr. Mircueti. We had two groups of orders with Bullard. We 
have the cross-drive transmission orders. Those orders were our 
orders direct to Bullard. We could get promises of those. 

On the Sapphire we used AMC line machines. That is a Govern- 
ment pool order. All we do is take the machine as it is delivered 
from Bullard. On those we could not get any promises of deliver 
because the Air Forces have to schedule the machine delivery to Bul. 
lard before they could give us a schedule on it. So we couldn’t arrive 
at scheduling until that order was canceled out. 

Senator Moopy. Until what order was canceled out? 

Mr. Mironetni. The Fisher order. 

Mr. Noonr, Did the Bullard people approach you while that con- 
tract was in effect to see what your needs were on Bullards? 

Mr. Mrrewe... Bullard has always been in contact with us back 
and forth. For instance, I had Frank Hayes at our place in October 
trying to get some scheduling on Sapphire Bullards. 

Mr. Noone. T hey have sti ated that Buick was to be one of the prin- 
cipal users of the 757 machines that Fisher was to build, but have 
said when they went around trying to locate contractors who needed 
them they could not find anybody who wanted them at the Fisher 
price. Did they discuss those Fisher Bullards with you? 

Mr. Mircnety. They couldn’t on the cross-drive transmission. Our 
Bullards were promised adequate for the job. We received or had 
planned a shipment of 40 Bullards on cross-drive transmission. 

If changed to Fisher Bullards, I couldn’t have gotten my first 
machine until April of this year. Now we already have 

Senator Moopy. What is that again? 


te 





Mr. Mitcuety, I couldn’t have received the first machine—that is 
the first machine they figured on building was April of 1952. 

Senator Moopy. That is right. 

Mr. Mircnec.. As I understand it. 

Senator Moopy. That is next month. 
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Mr. Mitcnety. That is correct. That was not adequate for my 
cross-drive transmission. ; 
Senator Moopy. Do you mean they said they wouldn’t give you 
anything for the cross-drive transmission if you bought from Fisher? 
Mr. Mrrcnety. No. My promises from Bullard were adequate to 
handle this cross-drive transmission. 

Senator Moopy. Is there any reason why you couldn’t get your Bul- 
lards from Bullard for the cross-drive transmission and still get a 
Sapphire Bullard from Fisher / 

Mr. Mircnetn. We actually didn’t have any orders placed with 
Bullard for the Sapphire mac hines. The “yV were Air Force pool orders. 

Senator Moopy. Did you want them? 

Mr. Mircuert. We were using Air Force machines. 

Senator Moopy. What we are t rying to get at here is whether or not 
this contract should have been canceled, whether the Bullards were 
needed or whether they are not needed. 

Mr. Bripenstern. Senator, do you have in mind the existence of 
two pool orders or only one? I think perhaps Mr. Noone understands 
the Air Force had placed a pool order with the Bullard people directly 
with the Air Force. 

Mr. Noonr. That is right. 

Mr. Briwenstrern. That is the order Mr. Mitchell is talking about 
He wouldn’t pl vee orders direc tly with Bullard for the J—65, he had 
to go through the Air Force on that Air Force pool order. 

Now I think perhaps since that pool order was canceled—I am not 
talking of Fisher-Bullard contract—of the Air Force was canceled, 
I believe we are in the position of giving promises. Am I right or 
wrong / 

Mr. Mircnei.. We received promises the last of February. 

Senator Moopy. You have received promises / 

Mr. MiIrcHeELuL. From Bullard, the last of February. That is the 
first indication we could get promises from Bullard. 

Mr. Bripenstein. For the J—65. 

Senator Moopy. Delivery when ¢ 

Mr. MITCHELL. Well, one machine in April of this year and it car- 
ries through to the end of 1953. 

Senator Moopy. The end of 1953? 

Mr. Mrrenecyu. Yes. 

Senator Moopy. Are those included among the tools for this p lot 
line on J—65’s ¢ 

Mr. MiIrcueEe.LL. Yes, there is some pilot machines ih there. | thi 
67 are required for the pilot line. 

Senator Moopy. Sixty-seven out of the one hundred and twenty five 
are required for the pilot line‘ 

Mr. Mrrewewn. Out of the 204. 

Mr. Racspaute. That is total Bullards. 

Mr. Mircnet.. Yes. 

Mr. Racspate. We need 204 Bullards on the Sap p shire lob, 76 o1 
the CD-650. or a total of 280 Bullards, and we have rece ived 36, leav- 
ing 244 on order. 

Senator Moopy. You have received how man y 

Mr. Raespate. We have received 36, leaving ou on order 

Senator Moovy. 244 that you need / 
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Mr. Racspae. That is right. 

Senator Moopy. That is for both jet engine and transmission ‘ 

Mr. Racspate. That is right. Broken down 204 on the engine and 
76 on the transmission. 

Mr. Mrrenetn. Four additional have been shipped, so it cuts that to 
204. 

Mr. Ragspate. Forty have been received instead of thirty-six then. 

Senator Moopy. When do your schedules call for receiving these 
machines now ¢ 

Mr. Mrirenett. You mean our production schedule ¢ 

Senator Moopy. The schedules for receipt of the machines from 
the supplier. 

Mr. Racspate. In these books it shows you the required delivery 
date and the promised date. They vary all along. We can tell you 
how many we need for the pilot line right now, but from then on as 
you accelerate it is so many each month as you go along. 

Senator Moopy. Yes. 

Mr. Raaspare. It is in here—the number of the machine, required 
date, and the promised date. We will leave all these books with you. 

Senator Moopy. That is very fine. 

I just want to clarify this question of how soon you can get into 
production of the Sapphire engine and whether or not the period to 
deliver this type of tool and other tools is going to delay you. When 
will you have the Bullards you need for your pilot line under the 
present plan ? 

Mr. Ragspate. Some of them are not until 1953. 

Senator Moopy. September 1953 4 

Mr. Racspate. That is right, and we need them in May 1952 

Senator Moopy. Is there any way that vou can substitute or im- 
provise in place of those machines so that your pilot line will start 
rolling before those machines are delivered / 

Mr. Ragspate. We have substituted horizontal and T lathes as 
we told you, and everybody also in the industry is, until your prom- 
ised dates on that type of equipment is just about as far off as the 
Bullards now. ° 

Senator Moopy. In other words, the substitution has been so ex 
fensive in your company and others that vou are now finding it— 

Mr. Ragspate. Hard to get them. 

Senator Moony. Hard to get them / 

Mr. Ratusparte. That is right. 

Senator Moopy. I see. And you say they do not do the job as well as 
the Bullards: is that right ? 

Mr. Raaspare. I did not say that. 

Mr. Mircnery. I wouldn’t say they won't do it as well. But it is 
not quite as good a set- up. 

You take on the heavy pieces, when you load it into a Bullard, you 
load it from a vertical position, and it drops right down into your 
centering part, somewhat of a secondary operation. That centers the 
piece on the machine, tightens it, goes ahead, and operates. 

Yon take on the horizontal lathe, if you get a piece that weighs 100 
pounds, you have got to use a hoist, turn that up sideways and move 
into horizontal position in the machine onto the chuck. If there is a 
centering plug there you are using, the gravity forces the piece down 
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off of center. In other words, you've 
inake a good precision job on it. 

Senator Moopy. So you feel vertical lathes are superior / 

Mr. Mircuenu. My feeling is the vertical lathe is the proper lathe, 
but you can get by with something else and maybe get just as good 
a job out of it. But I prefer vertical lathes. 

Senator Moopy. In any event, vertical or horizontal, this shift and 
substitution, according to what 1 understood you to say, Mr. Ragsdale, 
is now going to delay your pilot line until roughly the same time as 
if you waited for your Bullards. Is that right 

Mr. Racspate. That is right: ves. However, the shift as I see it, 
has taken some of the 1954 stuff out of Bullard’s, you might say. In 
other words, before people started to use some other type of equip 
ment T think Bullard was out on a limb, so far down the road, they 
could never have got it, but now it has been, ual we still are at the end 
of 1953 before we vet our requirements on it, which is not soon 
enough. 

Senator Moopy. Then you are supposed to start producing this fall, 
and im order to produce this fal] you ought to have it 1 May ¢ 

Mr. Ragspaue. That is right. 

Senator Moopy. So that if you do not get your equipment until Sep- 
tember of 1953—you have then a lead time of what, 4 or 5 months? 

Mr. Ragspaue. It would be about 3 months’ lead time then, because 
the long lead time right now is to get three engines to type-test. 

Senator Moopy. I see. 

Mr. Raasparte. Which adds 2 months to the normal lead time. 

Senator Moopy. So it would be roughly November or December 
1953 before you actually got your pilot line going because of lack of 


got one strike against you to 


machine tools? 

Mr. Ragspaue. That is right. 

Senator Moopy. Is that correct ? 

Mr. Racspate. That is correct. 

Mr. Mirenevi. In these so-called T lathes or turbine lathes, as we 
call them, we have got roughly 70 of those machines that we have 
not been able to get a schedule on yet to « “~aApAc itv schedules. 

Senator Moopy. Who is supplying you with those? 

Mr. Mrreuece. In this particular case Le Blond Machine Tool. 

Now Le Blond won't take and schedule everything right on down 
the road, as far as the road goes, they will schedule as far as they can 
see they will eet W ith their orders. 

Senator Moopy. And they have not even schedules vet ¢ 

Mr. Mircnet.. We have schedules on some but not the total. 

Mr. Ragspate. We have 110 on order. About 70 of them not 
scheduled. 

Mr. Mireneun.. That is right. 

Senator Moopy. In other words, it certainly is no exaggeration to 
say that you are being seriously handicapped by the lack of a number 
of critical types of machine tools ¢ 

Mr. Racspae. That is correct. 

Senator Moopy. Do vou feel you are espe lally hand capped by a 
lack of priority / 

Mr. RaGspaue. Yes, sir. 

Senator Moopy. Mr. Noone. 
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Mr. Noone. I would like to check on a point of fact on this Air Force 
pool order to Bullard and-Fisher on the Bullard machines. 

In November of last year the Bullard officials advised NPA they 
were having difficulty in locating contractors who needed these Bul- 
lards that Fisher was building. 

Senator Moopy. Or was about to build. 

Mr. Noone. Or was about to build, yes. In part, they said: 

During the period of negotiations of the pool contract starting in January 
1951, Buick Motor Division was often mentioned by Government officials as the 
contractor who had a large potential requirement for this machine. In fact, 
early this year, 1951, it was stated that they would require over 1,000 units. 
In September of this year, 1951, again it was stated that they would require 
approximately 400 units. 

The Bullard officials went on: 


Therefore, on October 26 when we submitted our proposal to Buick to confer on 
more machines to be built and shipped by Fisher, we were very surprised to 
learn that they will not require any of these machines. We have checked into 
this several times since October 26 and now have the final conclusion from 
Buick stating that no additional machines of this size and type will be required 
in their program. 

Senator Moopy. It is written by whom. for the record, Mr. Noone ¢ 

Mr. Noonr. By Mr. F. U. Hayes, vice president and general sales 
manager of the Bullard Co., writing to Mr. Swan Bergstrom, Na- 
tional Production Authority. 

Senator Moopy. Let me ask you, Mr. Ragsdale, is it true that you 
told the Bullard Co. you did not need any Bullards? 

Mr. Raaspare. I don’t believe so. But we did not order Bullards 
because they were in the Air Force pool, and we were to get them from 
the Air Force pool. 

Senator Moopy. I see. 

Mr. Noone. Is not this the same Air Force pool we are speaking 
about 7 

Mr. Raagspaie. That is right, but we did not order Bullards from 
Bullard. We were to get them from the Air Force pool. 

Senator Moopy. The question is: Do you or do you not need the 
Bullards? 

Mr. Ragspate. We need them. And I would like to explain to him 
these figures that he just quoted and how they come about. 

Senator Moopy. Yes. 

Mr. Racspate. In January or February we did indicate a require- 
ment of a thousand Bullards at that time. 

Senator Moopy. January of what year? 

Mr. Racspae. It was February of this last year. 

Senator Moopy. 1951? 

Mr. Ragspate. February 1951. At that time we had a quarter-size 
sectional view of an engine we had never seen, and not a drawing on 
it outside of that. And our rate at that time, talking rate with the 
Air Force, was four times what it is today. 

Senator Moony. May I interrupt you there? 

Mr. Racsparr. Yes. 

Senator Moony. You are talking now about not being able to meet a 
schedule that has been drastically reduced; is that right 4 

Mr. Raespare. I was straightening him out on why we went from 
a thousand Bullards to 280. 

Senator Moopy. All right. 
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Mr. Racspate. That is what he brought up, see. 

Senator Moopy. Yes, I see. 

Mr. Ragspa.e. Our schedule was four times as great, plus the fact 
we had a quarter-size sectional view of the engine, whie h we had to 
look at and guess how we were going to tool it, “and we guessed on all 
the turbines and everything we would tool on Bull: ards. 

At that time we had just started and there was no indication every- 
body in the United States was going to start buying Bullards all 
of a sudden, But we indicated a thousand Bullards on that schedule, 
which is four times as great. 

Then that schedule was reduced when we got our letter contract 
to where at that time it was about 2.7 greater than it is today. At 
that time we estimated that we needed 784 Bullards. We stil! did 
not have a drawing from Wright Aeronautical to process a job on 
which we were still looking at some assembling drawings. 

Mr. Noong. On the J-65? 

Mr. Ragspate. On the J-65. And if you have ever tried to process 

job from an assembly drawing, just a section, you know you have 
a problem. / 

Then in August we came up with a requirement of 474 Bullards. 
At that time we were still estimating because of changes contemplated 
in the solid oiling and de-icing of the engine being all up in the air, 
and we had a cancellation of some 600 releases, that we didn’t know 
what to do with them. So we just guessed again we would need 474 
Bullards. 

I am talking total, including the transmission, and so that 1,00 
figure was including 94 transmission. 

Then when we got our final schedule, our revised schedule recently, 
we go from 474 to 204 and—— 

Senator Moopy. Two hundred and four or two hundred and eighty ¢ 

Mr. Ragspate. Two hundred and eighty is the total; two hundred 
and four is the Sapphire; two hundred and eighty is the total. 

Senator Moopy. I see. 

Mr. Ragspate. Now we have drawings to process around, so we 
know we are right on it. 

Senator Moopy. When you say the revised schedule, do you mean 
that one reason for cutting back your number of Bullards required 
is the fact that they are cutting back your requirement for delivery 
of the engine; is that right ? 

Mr. Ragspare. That is right. 

Senator Moopy. How much have those been cut back percentage 
wise / 

Mr. Ragspate. Eighty percent. 

Senator Moopy. Eighty percent ¢ 

Mr. Racspaue. But that is from the letter contract. But from the 
first time we talked to Bullard and on the rate they were talking at 
that time, the schedule was four times what it is today. 

Senator Moony. That would be a 75 percent cut. 

Mr. Racspaue. It would be more than that. 

Mr. Mrrenetn. A little over four times. 

Mr. Briwenstein. It is quite difficult to talk in percentages on quan 
tities here. 

Senator Moopy. That is right. I just want to bring out any in 
formation that should be on the public record. 
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Mr. Racspaue. It is more than 80 percent. It is four times as much. 
If we are going to build two now, originally we were going to build 
eight. 

Senator Moopy. That is a 75 percent cut. 

Mr. Brinensrerx. When we received the order we received a quan- 
tity that was possibly 40 percent less than the quantity originally 
talked about by the Air Force before we received any letter order. 
Now of the amount received, that 40 percent, we have been reduced 80 
percent beyond that from the original letter order to the capacity—— 

Senator Moopy. The original discussion was cut 40 percent and then 
from your original firm order by letter of intent—is that correct ¢ 

Mr. Bripenstrein. That is right. 

Senator Moopy. There has been a further reduction of 80 percent ? 

Mr. Bripenstein. In the capacity schedule, that is right. 

Senator Moopy. Now in view of all this cut in production, do you 
still need more Bullards or not? 

Mr. RaagspaLe. These are right up to date to our present schedule. 
These books and these figures that we are talking is our present 
chedule. 

Senator Moopy. I see. Now recently what was the cut in the so- 
called rephasing program ¢ 

Mr. Ragspare. That is the 80 percent he is talking about. 

Senator Moopy. Just recently ¢ 

Mr. Raqaspatr. Yes. 

Mr. Bripensrerx. Not quite 80 percent. Forty percent and then 
10. 

Senator Moopy. All in one cut or two cuts? 

Mr. Racspaue. All in one, outside of the original talking. The 
original schedule, which was a talking schedule, that is, but from 
the letter contract, the letter of intent. there has only been one cut, 

Senator Moopy. That is an 80-percent cut ¢ 

Mr. Racspaur. Yes. 

Senator Moopy. Perhaps if you show me these figures off the record 
it will make it easier. 

(There was discussion oti the record. ) 

Senator Moopy. Thank you very much. I think I can question you 
more intelligently now. 

As I understand it. Mr. Ragsdale. in order to begin to get into 
production you must have not only your pilot line but vour entire 
requirements of machine tools early in 1953. Is that correct ? 

Mr. Ragspaur. That is right. by the end of the first quarter of 
1995. 

Senator Moopy. Despite that you are now having trouble getting the 
machine tools even for the production line. is that right? 

Mr. Raespate. Even for the pilot line. 

Senator Moopvy. Yes. for the pilot line. 

Mr. Racspare. That is right. And even beyond that we are having 
trouble to try to get 125 tools that will let us start even by improvising 
quite a few of the operations which we see our way clear to do. 

Senator Moopy. So that because of the lack of machine tools you are 
not able to get even a pilot line started, although your requirements 

‘all for heavy production beginning next spring, which would require 
not only a pilot line but a complete production set-up; is that correct ? 

Mr. Racspare. That is right, and a complete complement of tools. 
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Senator Moopy. As I see it, either the Government wants this en 
gine or it does not want it. If it is an urgent item, and obviously it is 
an urgent item, then steps should be taken to provide you with the 
tooling that you need to make it. 

Mr. Ragspate. That is right. 

Mr. Mirceneuyi. As of last week the machine builders I talked to told 
me these “brickbat” urgencies and directives now going on their order 
books means they are rescheduling their whole machine-tool set-up 
That is going to push us that much further down the road. 

Senator Moopy. You mean still further / 

Mr. Mirenevn. Still further. That is what they told me last 
week. 

Senator Moopy. As of last week ? 

Mr. Mirreneuu. Yes. 

Senator Moopy. Let’s get back. The specific thing we can talk 
about is the cancellation of this contract. because at least it would 
seem to me to be an unusual judgment to cancel the contract for what 
appears to be such an urgent need for tools of that type. But we have 
been told repeatedly that these tools are not needed; that they are 
being substituted for. So let’s clarify the point, ifwemay. You were 
explainng to Mr. Noone why your requirement was cut back from 
your original rough estimate of 1,000 to 280. 

Mr. Ragspate. That is right. 

Senator Moony. Let me ask you: You need those 280 tools, or some 
of them, to put your pilot line into operation, and 284 of them to 
get the production which you have scheduled by the first quarter of 
1953: is that correct ¢ 

Mr. Raacspaue. That is correct. 

Senator Moopy. When will you get those tools, now / 

Mr. Ragspate. Well, they are promised all the way through to the 
end of 1953, in December of 1953. 

Senator Moopy. So that by December of 1953 you will have all of 
them ? 

Mr. RaGspa.e. If the promises are kept, and promises fo back and 
forth mostly back. 

Senator Moopy. When will you have enough to make the pil it line / 

Mr. RAGSDALE. Well, I showed vou one in het re thi il Was Se pt t mibet 
1953. 

Senator Moopy. That is even for the pilot line? 

Mr. Raespare. For the pilot line. That is a 54-inch vertical. Ow 
required date is April 1952, and promised date is September 1953, 

Senator Moopy. Now, you gentlemen are expert mechanics, One 
answer to this situation was given that the order for the 757 Bullards 
from Fisher*was entirely an order for 42-inch Cut-Masters. 

Mr. Ragspae. That is right. 

Senator Moopy. And, therefore, I believe it was pointed out that 
perhaps 42-inch Cut-Maste I's would hot be needed, Now. could you 
use Cut-Masters of that size on the job you are talking about or do 
you have to have another size? 

Mr. Mrrcne i. We have orders in existence today for 30-imeh, 56, 
49-. 54-, and 64-inch. 

Senator Moopy. Is there any reason those Vv vd wr sizes col 
be made by Fisher / 
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Mr. Mircue yt. It was my understanding Fisher was tooling for 
the 42-inch only, although I don’t know that. 

Senator Moopy. How complicated would be the tooling to give 
them flexibility in size? 

Mr. Mircuen. That would go into pattern equipment and consid- 
erable additional equipment, m: achinery equipment. 

Senator Moopy. I see. 

Mr. Ragspate. We have 17 42-inch Cut-Masters on order. 

Mr. Noone. Did you tell the Bullard people in October 1951 that 
you would not require any of these 42-inch Cut-Masters? 

Mr. Ragspare. I never talked to Bullard. Did you ever talk to 
them ? 

Mr. Mircuens.. No; we had on the cross drive 90 machines ordered, 
including 30, 36, 42, and 54 on the cross drive, broken down by different 
sizes and quantities. 

Mr. Noone. Yes. 

Mr. Mrreretn. On the Sapphire engine we had ordered over 200. 
But they were token orders only, because the Air Force had actually 
ordered the machines, and all we were putting with Bullard were token 
orders to indicate that machines were to come to us from AMC line 
No. so-and-so, which was an Air Force machine. 

Senator Moopy. Mr. Mitchell, the point that I am trying to bring 
out here—and I am just looking for information—is whether if this 
order went through there would be too many 42-inch Cut-Masters. 
If you need Cut- Masters of various sizes 

Mr. Mrrcne.y. I show 17 42-inch Cut-Masters on the Sapphire en- 
gine. 

Senator Moopy. And how many on the transmission ¢ 

Mr. Mircene.i. I couldn’t give you the total on the tranmission 
right now. I can tell you how many we got left. We have got one 
left to come yet from Bullard, one 42-inch. That is all that is left. 

Senator Moopy. In other words, you have about all the 42 you 
need on transmission ? 

Mr. Mircurity, One more on order that has not been shipped. 

Senator Moony. Would you consider then the decision was proper 
to cut this contract, Mr. Mitchell, in view of the fact that you don’t 
need very many 42-inch Cut-Masters? 

Mr. Mrreneti. We are talking 42-inch Cut-Masters. Along with 
the 42-inch Cut-Master we have a total of 48 42-inch Man-Au-Trols, 
which is a Cut-Master with automatic attachments on it. So, I don't 
believe Fisher was interested in the 42-inch Man-Au-Trols, only in the 
Cut-Master. 

Senator Moopy. If Fisher was not going to make what you need, 
then I can seen a reason for canceling the contract. 

Mr. Ragspate. We have 17 of nie ‘mon order, and whether the in- 
dustry total would equal 750 or not, I do not know. It possibly could. 
Because you could use a 42-inch Cut-Master on a little smaller work 
than you actually had to have it for. 

Senator Moopy. That is the point I am getting at. Is this a flexible 
machine or not? Can you use it for 32-inch work? 

Mr. Ragspate. You could use it for smaller sizes than 42. 

Another thing: I know nothing about Bullard’s set up, but it would 
appear to me. if you take 750 machines out there, they could produce 
more of some other size. In other words, it should increase their 
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capacity, or at least they could hold their present capacity even though 
they let 750 jobs out of there, which would have got. you 750 more 
36's or 30’s, or whatever you wanted. I don’t know, but that would 
be my opinion of it. 

Senator Moopy. Well, could you use a 42-inch machine for work 
on a different size ? 

Mr. Ragspare. Yes, sir. 

Senator Moopy. You could? 

Mr. Racspaur. Smaller, not larger. 

Senator Moopy. So, a 42-inch Cut-Master could do the work of a 
42-inch or 36-inch or 32-inch; is that right ? 

Mr. Mrreneni. That is right. 

Senator Moopy. How many of the 42-inch and smaller do you re- 
quire? You require 17? 

Mr. Mircney. Six 30-inch, nine 36, and seventeen 42. 

Senator Moopy. How many larger? 

Mr. Raaspate. How much larger do we go? 

Mr. Mircuenn. One 54 and four 64’s. 

Mr. Racspate. That 64-inch is a Man-Au-Trol. 

Senator Moony. You talked about needing 280 of these machines? 

Mr. Raaspa.e. That is right. 

Senator Moopy. How many of that 280 machines could be met by 
42-inch Cut-Masters, either 42-inch cutting or smaller ? 

Let’s put it this way: What composes that 280 total? That is what 
I would like to know. 

Mr. Racspate. You want a total? 

Senator Moopy. Yes, a total. In other words, what makes up this 
YR / 

Mr. Racgspaue. That is 99 that we could use. 

Senator Moopy. What are the rest you need ? 

Mr. Ragspaute. Man-Au-Trols, which is the same as the Cut-Master: 
only automatic attachments on it. 

Senator Moopy. If those are made by Fisher, could you attach them 
or would Bullard have to? 

Mr. Racspare. They come as a part of the machine. 

Senator Moony. Part of the machine / 

Mr. Racspaur. Yes. 

Senator Ma DY. ‘Those would have to be made by Bullard f 

Mr. RAGSDALF. If Fisher was making Man-Au-Trols. they could 
make them ? 

Senator Moopy. Could they make them / 

Mr. Ragspar. Oh, yes. 

Mr. NOONE. Could vou convert the 42-inch Cut-Master to a Man- 
Au-Trol without much additional work ? 

Mr. Mrrenevi. Considerable additional work is necessary to make 
a Cut-Master into a Man-Au-Trol. It is automatic controls. It takes 
a good deal of hand work off the operator. It minimizes the possibility 
of scrap. 

Senator Moopy. Let’s not overconcentrate on this Bullard thing. 
On these 125 tools. what other tools do you need and how can you get 
those faster? are 

Mr. RaGspae. By urgen \ rating that will give usa position 1s the 
only way you can get them iny faster. 
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Mr. Mrrenetx.. We are still scanning the industrial reserve and we 
are looking for used machinery. What-we can find that way is pretty 
hard to tell. 

Senator Moopy. Do you have any tools now in civilian production 
that could- be used for this purpose ¢ 

Mr. Mrrcnevy. We have pretty well used up the available machines 
of the sizes that we require for this job for the cross drive. 

Senator Moopy. You have dipped into your Buick line and taken 
machines out of those lines and improvised on your Buick lines; is 
that correct ¢ 

Mr. Mirenecye. Two hundred and ninety machines. 

Senator Moopy. I think that is interesting news for those who say 
you can’t do that. As you know, that has been stated repeatedly— 
vou can't do that. 

1 am certainly the furthest thing you can imagine from an expert 
in this line, but I have always been informed you could do it, and I 
am glad to learn from men who actually know that you can do it. 

But. so far as you know, Mr. Mitchell, you cannot get any more 
machines off that Buick line: is that right / 

Mr. Mrrene i. Well, that’s a rather hard question to answer. It 
depends on the domestic production. 

Senator Moopy. It does? 

Mr. Mircenecnt. If you cut too many machines off the Buick pro- 
duction, you are going to lose manpower over there and car produc- 
tion. Our machines go in groups or lines, and we can cut ioe so 
much and that cuts car production so much. If you take one more 
machine out of another line here, it is not just one machine but it is 
immobilizing the whole row of machines. 

Senator Moopy. How many lines do you operate ? 

Mr. Mrrcnen.. That is a rather rugged question. 

Mr. Racspare. There is a lot of them. We are talking about man- 
ufacturing lines, not assembly lines. 

Senator Moopy. I see. 

Mr. Mrrenenn. Yes; manufacturing lines. It depends on the 
type of the part. On ay on types of machines, we will get 
about 7 cases an hour over a line, and on other types of machines we 
vet about 30 over a line. So. there is nothing fixed about it. It de- 
ls on the type of work and the quantity required. 

Senator Mi wpy. The point I was trying to est: ablish there was that 
1 have made an effort to give prio rity to n nilitary production. 
Mr. Mrreneiy.. Correct 

Senator Moopy. Where you could without shutting the entire plant 
down. Is that the idea / 

Mr. Ragspate. Of course, a lot of automotive machines are special 
machines. Process lines, transfer lines won't do anything except what 
they are designed to do. You couldn't even put another automotive 


part on them. 

senator Moopy. Th ey are special tools to do t} 1at job. 

Mr. Racspa.r. mnt of our equipment is special equipment in order 
to meet production ates that are set up. 

Mr. Mitcneny. I ment say about 70 percent of our total productive 
machinery on car production is special. So, that leaves us 30 percent 
which might be used for defense work. 
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Senator Moopy. And you have taken a number of those machi eS 
out ¢ 

Mr. Mrrenetyi. That is right. 

Senator Moopy. Is it for failure to transfer any of those machine 
that your military production Is being held up : 

Mr. Mircueny.. No, sir. 

Mr. Raaspaue. No, sir. 

Mr. Mircuet. We have taken machines out of our toolroom. W* 
have taken machines from our machine repair department, Now 
machine-repair department utilizes them to maintain the machine 
that are in production, We have even stole) maintenance macn ¢ 
out of there, which interferes with our maintaining the upkeep on o 
current machines. 

Mr. Racspate. We have even taken machines out of the engineer 
department where we do our future development. 

Senator Moopy. So you fee] you have really ombed your plant 
eet all the machines vou could for war production ¢ 

Mr. Racspare. Yes. 

Senator Moopy. And still for vour pilot line vou lack 125 machine 
‘livered not before September 1953. A 
to summarize this picture agvaln, if you were to meet schedules 


really vet into rolling productio .2aS vou might savy. bv the spring « 


some of which are to be de 


1953, vou would not only have to have your pilot line set-up but 
would have to have your production line set-up ‘ 
Mr. Ragspare. That is right. 
Senator Moopy. So that you fee] that this Is serio isly he na 7 
Mr. Raaesparr. That is right. 
Senator Moopy. Let me ask one more question about this Bu 
contract. I do not want to be critical of anybody who 
this contract if actually the type of Cut-Masters 
under the contract would not be usable. 
Mr. Raespate. They would be usable. 
Senator Moopy. They would he usable ¢ 
Mr. Racspare. Yes. 
Senator Moopy. Will you expand that for a moment, Mr. Ragsda 
and explain why in your opinion th nachines ¥ sable 
Mr. Racspate. We show a total requirement on 42-inch—althoug! 
we have received some now. but going back to before we |! 


we had a te tal requireme! { of {Vv neh of 2 tnd li. Qj] +.) + 


F | ‘ | 4 J ' 
ones. And some of those 42-Inch ones are st pretty we , 


think we got some of the 42-inch ones In this 125 list. 
Mr. Mircuecty. We have no deliveries against that list at 
Senatol Moopy. What clo you mean by deliver es against 
Mr. Mircuet. On the Sapphire list. 
senator Moopy. You mean ol! ly the pris ite list fi r the say 
Mr. Mircnen. Yes. 
Mr. Racspate. One promise is March 1953 for the 42. Her 


1 +) . . r BORE r he . 
4” o1 June doo, and we need if Mav of 1952. That is a 4Z 
| {. ’ ? ] y \ 
Senator Moopy. So here is a 42-inch Bullard you nee ff 
Qe that vou wont get. unt az ine of 1953 for the } ot 


Mr. RAGSDALE. And there are some witho 
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Senator Moopy. How many Bullards of a lesser size? You indi- 
cated you could use Bullards of a lesser size. 

Mr. Raaspate. I show 62. We had more but we have 37 Kings on 
order. 

Mr. Mitcnets.. That isa different builder of the same type machine. 

Senator Moony. I know that. You have now ordered 37 Kings and 
how many Bullards ? 

Mr. Raespaxe. In that category from 42-inch down there are 62. 

Senator Moopy. Sixty-two Bullards and how many Kings—37 you 
say? 

Mr. Raaspare. Thirty-seven. 

Senator Moopy. Or a total of 99 machines. 

Mr. Ragsparx. Forty-two inches and down. 

Senator Moopy. When are you going to get the Kings? 

Mr. Racspate. Do you have that breakdown 2 

Mr. Mircnert. Thirty-six, June 1952 is our latest promise there. 

Senator Moony. Do you think you will get them as promised ¢ 

Mr. Mrrcueut. I don’t think so, with the brickbat urgencies going 
In. 

Senator Moopy. You will not? 

Mr. Mrrcnett. No. Those promises I am sure will fade away. 

Mr. Noone. That is on Kings? 

Mr. Mircuety. On Kings. 

Senator Moopy. What is the latest promised date on Bullard 42-inch 
or smaller? 

Mr. Mrrcuenyi. That takes us up into the end of 1953. 

Senator Moopy. Mr. Ragsdale, did you tell the Bullard Co. in October 
of 1951 that you did not need more Bullards as this letter read by Mr. 
Noone indicates? 

Mr. Racspate. I will have to pass that to Mr. Mitchell. I have 
never talked to the Bullard Co. 

Senator Moopy. Have you talked to them, Mr. Mitchell? 

Mr. Mrircuetu. As I said, I had Frank Hayes there in October try- 
ing to establish promises on the machines that we were trying to get 
through the Air Force pool. 

Senator Moopy. Did you tell him you did not need any more Bul- 
lards? 

Mr. Mircnetyi. Except the ones we had ordered through the Air 
Force pool. 

Senator Moony. Was not the Air Force pool and the Bullard con- 
tract the same thing? Bullard has the responsibility for delivering 
to the Air Force pool. 

Mr. Mrrcnewy. That is right. 

Senator Moopy. What you were saying to him was you did need 
them from the Air Force pool but you did not want to order them 
directly because you had already ordered them from the pool; is that 
right? 

Mr. Mrrcuetu. That is right. We had token orders with Bullard 
for so many machines, just a piece of paper, taking an A. M. C. line 
machine No, so-and-so from the pool set up. 

Senator Moony. But you were getting all of these machines you had 
on delivery from the Air Force pool ? 

Mr. Mrrenety. That is right. 
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Mr. Noone. How many machines were on order then with the Air 
Force pool? 

Mr. Mircuen.. I would say at that time, the Air Force, I believe, 
had assigned us in the neighborhood of 400 Bullards. 

Mr. Noone. I wonder if there is not some confusion here on what 
the parties were talking about. Bullard says you said you didn’t 
need any more of these. The Air Force previously told Bullard that 
Buick was one of the largest potential users of these machines that 
were to be built by F isher. 

Mr. Mirernec.. We did not need any more than the Air Force had 
assigned to us out of that pool order. The Air Force assigned to us 
out of the pool order, I believe almost 400 Bullards. We did not need 
any more than that and we so indicated. 

Senator Moopy. But you did need those, is that correct / 

Mr. Mitcneni. We did need those. 

Senator Moopy. Do you need those now or the 280 4 

Mr. Mircuetnt. What we show here, the 280 now. 

Senator Moony. Why do you need 280 now, because the program 
has been phased out ¢ 

Mr. Rac SDALE., That is right : The difference in those two sched- 
ules I just showed you where we dropped down. 

Senator Moopy. When was the schedule drop-down given to you? 

Mr. Raaspaze. It was about 3 weeks ago, [ would say, approxi- 
mately. 

Senator Moopy. So at the time this letter was written by Bullard to 
Bergstrom of the National Production Authority you did have a re- 
quirement for four hundred and how many, Mr. Mitchell @ 

Mr. Mitrcnuecit. About 400 had been asslioned to us out of the pool 
order. 

Mr. Raaspate. 392 J—65’s on August 27. 

Senator Moopy. You mean Bullards to work on the J-65? 

Mr. Ragspate. That is right. And 82 on the CR, a total of 474 
Bullards. 

Senator Moopy. And it was not until 3 weeks ago that your require . 
ment for Bullards has been cut down to 280; is that right? That is 
what I understood Mr. Mitchell to have just said. 

Mr. Raaspaue. On that 474, when we had that in there we were 
still figuring the 235 Bullards which we subsequently ordered 110 
T lathes and 115 engine lathes for, 

Senator Moopy. I see. You would have preferred to let your 
Bullard orders stay but you made the substitution ; is that correct? 

Mr. Raaspaue. That is right. 

Senator Moopy. Why did. you make the substitution ? 

Mr. Racspaue. Because they indicated inability to get Bullards. 
This hs appens to bea part of the Oldsmobile part of our deal. I mean 
Olds is subcontractor, and they make the rotating part of the turbine. 
We had them lined up in our estimate of Bullards for this number of 
Bullards to turn the turbine disks in a compressor area 

Senator Moopy. As I understand you then—— 

Mr. Ragspare. They bought the other because the ‘vy understood—— 

Senator Moopy. T hey couldn’t—— 

Mr. Racspate. Couldn't get the Bullard and could get the others. 

Senator Moopy. So the reason in requirement of Bullards was the 
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fact they couldn't get the Bullards. And then you testified here this 
morning, as I understood you, that after the substitution of another 
type of machine, the de livery date on that other type of machine 
was slowed down, too, because of a general extensive transferring to 
that type of machine. Is that correct ? 

Mr. Racspae. Both: yes, sir. 

Senator Moopy. I think you have made a pretty good case here this 
morning for not having canceled that contract. 

Mr. Noone. After your discussion with Bullard in October of 1951, 
did the Air Force thereafter approach you to ask you about your needs 
on Bullards ? 

Mr. Racspaue. No. 

Mr. Mirenetn. No, the Air Force did not approach us. In facet, at 
the time we had Mr. Hayes at Buick in October, he came over there 
expressly to go to Wright Field and try to get the Air Force to 
schedule their pool orders so we could get on the schedule board 
Buick. 

Senator Moopy. Did Mr. Hayes understand from you that vou did 
want these machines ? 

Mr. Mrrenev.. Oh, absolutely. 

Senator Moopy. You did not get an indication from him that he 
thought you did not want the machines / 

Mr. Mircenent. No. Mr. Hayes, I think, on the 19th day of Novem- 
ber in 1951, met our Mr. Ball at Wright Field. I do not remember 
who the officer was they met with. But the indication was that Hayes 
could supply us Bullards against our contract if the Air Force would 
schedule them to us. 

Senator Moopy. The proposal was to sell the Bullards to be made 
by Fisher into the Air Force pool, or through Bullard to the Air Force 
pool for the purpose of supplying just such demands as yours; was it 
not / 

Mr. Mrrenevi. We didn’t care whose Bullards they were as long as 
we got them. 

Senator Moopy. No, but you did not get them; is that right? 

Mr. Mrrene.. That is right. 

Mr. Bripenstern. You must keep in mind there are two pool orders 
now. If wecan just forget for a minute the Fisher subcontract under 
the General Services Administration pool order to Bullard Co. 

Senator Moopy. Yes. 

Mr. Bripenstern. Apart from that entirely, the Air Force some 
time last year placed a pool order directly with the Bullard Co. 

Senator Moopy. Yes. 

Mr. Bripensretn. That is the pool order against which the Buick 
Co. scheduled their requirements. That is the pool order that Mr. 
Hayes was talking about in October in saving he was going down to 
Wright Field to get the field to tell Bullard Co. under that pool order 
what machines to build so they could fill the order for Buick. 

Now then, when Mr. Hayes is talking to Buick, asking if they needed 
any Bullards, he meant Bullards, as far as Buick is concerned, in 
addition to those which Bullard had requested from the Air Force 
through the Air Force pool order with the Bullard Co. 

Senator Moopy. I understand there were two pools. 

Mr. Bripensrern. That is right. 
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Senator Moopy. But from the standpoint of the general de a ry of 
Bullard machines, the availability of Bullards, whether made by the 
Bullard Co. in one pool or machines made by Fisher for the Bullard 
Co. for the Air Force in another pool 

Mr. Bripenstern. For the General Services Administration. 

Senator Moopy. For the General Services Administration for an- 
other poo! mounted to a supp hy of those machines. Now the ques 
tion is: You asked to have a certain number of machines delivered to 
you at certain dates, whether they came from G. S. A. or the Air Force 
pool ¢ 

Mr. Mrrenecy.. That is correct. 

Senator Moopy. And you did not indicate, did you, that you would 
be content to have your de livery dates del: al if the pool which G.S. A. 
was setting up was wiped out and the only pool that was to be avall- 
able was the one already in existence with the Air Force; is that right? 

Mr. Mireney. | think this letter Mr. Bridenstein has will answe1 
that question, 

Senator Moopy. Let’s have it, please. 

Mr. Mirceneit. If you care to read that [handing document]. 
Senator Moopy. The fact you were setting up a preference list indi 
cated you were not going to be able to get your Bullards unless you did 

get on the preference list ahead of others, is that correct 

Mr. Mircueci. That is right. 

Senator Moopy. That is the point you are making here / 

Mr. Mirewens. As I say, the Air Force had allocated 400 machines 
to us out of the pool oft HOO, There were two hu dred odd machi es 
in that pool beyon 1 what we required, 

Senator Moopy. Yes. 

oa Mrrenevtt. And Bullard could not schedule our machines until 

» Air Force tol | them who had pr iority rights on the first machines, 

"inane Moopy. Mr. Mite hell, this is a rather complex matter to 
cut through. Do you feel you would be getting machines that you 
need faster had that contract not been canceled / 

Mr. MircHe... You are referring to the Fisher contract or the 
Bullard contract ? 

Senator Moopy. I am talking about the Fisher contract. What I] 
am trying to find out is whether the Government was right } 
eling that contract. 

Mr. Mrrv HELL. ] don’t believe | would be ina position fo answer that 
because I don’t know how many Bullards are above us in urgency. 
We have no urgency. They all come ahead of us. So I don’t know 
whether we would be able to get anv improvement. 

Senator Moopy. Do you agree, Mr. Ragsdale ¢ 

Mr. Racspate. I wouldn’t know. As Roger savs. we have no 
irgency. If Fisher built them and some in the “brickbat” urgency 
vanted them. thev would have taken them. 

Senator Moopy. If Fisher built them and someone in the “brickbat” 
irgency had taken them, that would have put vou still further back, 
would it not ? 

Mr. Racspatr. I don’t know. 

Senator Moopy. Correcting that—if Fisher built the machines and 
someone else took them. had they not built them. the same “bri k beat 


people would have taken more thachines away fro. } 3 il] urd and vou 
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would not have gotten your machines now on order from Bullard 
until a later date, ot you? 

Mr. Racspate. I don’t know just how to answer that one. 

Senator Moopy. We are getting pretty complicated here. 

Mr. Noone. In other words, the increased production of the 42-inch 
Cut-Masters by Fisher would have opened up capacity at Bullard 
to make these other machines and presumably you would bh e received 
deliveries faster. Is that not right? 

Mr. Raesparx¥. It should have, yes, sir. It should have alleviated 
some of the pressure on Bullard. 

Mr. Mircne yt. Of course, I really think the cut-back in some of 
these production schedules which reduced total machine requirements, 
and then a swing to other types of equipment instead of the V. T. O. 
machines has reduced the total requirements. But how much I don't 
know. Iam not in a position to say. 

Senator Moopy. It has reduced the total requirements and at the 
same time the production of aircraft is being ean yed. 

Now the question is—is that cause and effect? Is that the reason 
for the delay ? 

If you people under present schedules are not going to get your 
machines to meet your production schedules which are due to begin 
this fall, if you are not even going to get your lines rolling until 
December of 1953, which is what Mr. Ragsdi ule indicated here, some- 
thing has delayed you. Now the question is whether it is a lack of 
machine tools, and, if so, how can we get more tools? 

Mr. Mircuett. In my opinion it is the lack of urgency rating. If 
I had an upper urgency rating or if I could go to Bullard and take 
my machines off of their order board based on the 70 percent defense 
work or based on the date my orders were placed, I think I could get 
machines, if it was not for these “brickbats” and urgencies and di- 
rectives. 

Senator Moopy. Do you know any Bullards that are going for civil- 
ian production now ? 

Mr. Mircnett. No, I am not talking about civilian. 

Senator Moopy. You figure if you had a “brickbat” categorization 
you could get the machines but someone else would not have then; 
right ? 

Mr. Ragspare. That is right. There is only so many machines. 

Senator Moopy. That is right. So it might help you but it would 
hold up the production somewhere else ? 

Mr. Mircnert. What I am getting at is the fact that delay in us 
getting Bullards is due to the fact that everybody comes ahead of us 
in ratings, all of these other programs come ahe: ad of us. 

Senator Moopy. I do not think everybody is ahead of you. 

Mr. Mircuety. I am beginning to think they are. 

Mr. Bripenstern. Senator, I think your question suggested that if 
the Bullard contract with Fisher had not been cance led, would Buick 
be benefited. And I think Mr. Mitchell is trying to point out he does 
not know it would benefit Buick itself because of the urgency rating. 
However, | think the thing speaks for itself, there would have been 
757 more Bullards avail; ible for industry as a whole. 

Senator Moopy. So if Mr. Ragsd: ule’s and Mr. Mitchell’s production 
schedules were not saree up from the end of 1953 someone else’s 
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would have been, and the chances are yours would have been. Is that 
your answer ? 

Mr. Brivenstetn. That is the point Mr. Mitchell was trying to bring 
out—you can’t identify your oh particular program and say that 
that would have benefited because of the urgency ratings that 
other programs have. 

Senator Moopy. I see. 

Mr. Brivensretn. But over-all in the total picture it would seem 
there would have been 757 more Bullards available if the contract 
were not canceled. 

Senator Moopy. I take it in your opinion the contract should not 
have been canceled. 

Mr. Brivenstern. Not at all. I don’t offer an opinion on that, 
Senator. I am just trying to explain his answer here. As you say, we 
are getting more complicated. 

Senator Moony. Yes. 

Mr. Brwenstern. He was talking about Buick and only Buick 
rather than industry as a whole. I think the only thing you can con 
clude from your question—would it be better if the Bullard had not 
been cancelled ?—is the answer there would have been 757 additional 
Bullards available if not cancelled. Whether it would have helped the 
Buick program, the Pratt & Whitney or any other particular program, 
that you can’t answer. 

Senator Moopy. Your point is it would have helped some program ; 
is that right ¢ 

Mr. Bripenstern. I say 757 additional Bullards would have been 
available. Now if they were not needed, then it probably would have 
been a waste. 

Senator Moopy. That is right. 

Mr. Brwensretn. The only thing I can see in the Bullard program 
cancellation is 757 went off the market because they were not made. 
Whether they were needed or not is something else. Buick indicates 
maybe they didn’t need 757 but need some Bullards, and if they had 
an urgency rating high nae they could probably get them. 

Senator Moopy. In other words, you feel if you had an urgency 
rating above somebody else you could get some of the scarce Bullards 
now ¢ : 

Mr. Bripensrein. Certainly, the same as the others diverting it 
from the Buick program. 

Senator Moopy. At the same time you recognize 1f you did get that 
urgency rating and did divert it from somebody else, their production 
program would be slowed down the same as yours is now; is that 
correct ? = 

Mr. Brmenstern. That is right. 

Senator Moopy. So what you are stating is that there is an over-all 
shortage of this type of machine ? 

fr. Racspaute. That is correct. There is a shortage within the time 
limitation. 

Senator Moopy. That is correct. 

Mr. Bripenstern. You have to have the whole industry picture in 
mind in order to Say whether there is a total shortage, Senator. Ons 
contractor cannot state whether there is a shortage. 
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Senator Moopy. All you can say is you are not getting the machines 
you need; is that right ¢ 

Mr. Racspate. We are not getting them in time for our program. 
Eventually we are going to get them but not in time for the program. 

Senator Moopy. I think we will put this letter in the record. 

(The letter referred to is as follows :) 


NOVEMBER 19, 1951. 


November 19, 1951, a conference was held at the Industrial Reserve Unit, 
U.B. Building, Dayton, Ohio, with the following in attendance: 

Maj. L. L. Bushong, Lieutenant Williams, Lieutenant Hayhoe, Mr. Smith, 
Mr. Doyle, Industrial Reserve Unit; Mr. Frank Hayes, Mr. Neal, Bullard Machine 
Tool Co.; Mr. F. L. Getsinger, Mr. B. B. Ball, Buick Motor Division. 

The purpose of the conference was to present to Bullard and to the Air Force 
Buick’s list of Bullard machine tools as to quantity, specifications, and required 
delivery dates. 

It was found upon presenting our requirements, that we were the first to submit 
this required information. It was felt that due to Buick being the only con- 
tractor to date that has submitted a list of this nature, we should receive some 
Bullard tools by our required pilot line dates of April 1952 

Mr. Hayes, of Bullard, stated the Air Force must make up its mind on all 
contracts as to which contractor should get preference on delivery of machine 
tools. At this time there is not available a preference list. 

Major Bushong stated that a precedent list is now being accomplished in 
Washington by contractors on all Air Force contracts. It was also decided 
at this con‘erence that the paper work to change specifications would not hold up 
Bullard’s production. 

Lieutenant Williams advised that Buick would notify Bullard of any change 
of machine tools, at which time Bullard would accomplish this change, then 
Bullard would advise Lieutenant Williams so that this change could be incor- 
porated in the Air Force contract. 

Bullard advised that they are in a position to deliver to the Air Force certain 
type machines, but due to the Air Force not advising shipping instructions, 
Bullard is at a loss where these machines are to go. 

Mr. Hayes asked, that due to the lack of shipping instructions from the Air 
Foree, that Bullard be allowed to ship to Buick machines that the Air Force 
cannot furnish shipping instructions at the time the machines are ready for 
delivery. 

This lack of shipping instructions should give Buick the Air Force quota for 
the month of April 1952. It was decided that it would be of no benefit to changing 
the machines ordered by Buick to AMC line number machines, as it would not 
help delivery. 

Yours truly, 
Mr. B. B. BALt. 


Senator Moopy. Thank you very much, gentlemen. Your testi- 
mony has been very interesting and constructive. 

Mr. Racspare. Would you like these pilot line books / 

Senator Moopy. Yes, we would like to have them. Is there classi- 
fied information in them ? 

Mr. Ragspare. Not in these, no, sir. 

Senator Moopy. Mr. W. W. Harris and Mr. H. W. Chandler. 

Do you solemnly swear your testimony before this committee will 
be the truth. the whole truth and nothing but the truth, so help you 
God ? 

Mr. Harris. I do. 

Mr. Cuanpier. I do. 
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TESTIMONY OF H. W. CHANDLER, MANAGER OF OPERATIONS, AND 
W. W. HARRIS, MANAGER, DEFENSE DEPARTMENT LIAISON, AIR- 
CRAFT GAS TURBINE DIVISION, GENERAL ELECTRIC CO., LOCK- 
LAND, OHIO 


Senator Moopy. Would you state your name, your company, and 
your position with the company, please ¢ 

Mr. CHANDLER. Hi. W. Chandler, manager of operations, aircraft 
vas turbine division, General Electric Co. 

Senator Moopy. And you also, Mr. Harris. 

Mr. Harris. W. W. Harris, manager, defense department liaison. 
subcontract operation, aircraft was turbine division, General Electric 
oO, 

Senator Moopy. You gentlemen are making what products / 

Mr. Cuanpuer. We are producing J-47 engines and also J-73 e 
vines. Jet engines, both. 

Senator Moopy. Do you have the tools you need to produ e them ? 

Mr. Cuanpter. Partially. We are still in the process of obtaining 
machine tools for the complete program. 

Senator Moopy. Are you making the engines now / 

Mr. Curanpier. We have the engines in production in a considerable 
quantity. The additional requirements for engines—the major parts 
of the additional requirements for engines are coming primarily from 
subcontractors. 

Senator Moopy. How many subcontractors do you have, Mr. Char 
dler? 

Mr. Cuanpier. We have about 24 what we call major subcontractors 
who are producing the major components of the engines. We have 
several thousand subcontractors who are parts and smaller subassem 
blies, but we are primarily dependent on approxim itely 94 or 25 ma 
jor subcontractors. 

Mr. Noonr. Can you estimate the total number of subcontractors 
and suppliers on the jet engines / 

Mr. Cranpier. On this program, total, we have about 4,000, who, 
in turn, when it is broken down run into over 40,000 in total, includ 
ing the sub-subeontractors. 

Senntor Moopy. I see. l presume a great majority of those subcon 
tractors are small-business concerns, are they ‘ 

Mr. Cuanpuer. A good many of them are. In fact, 80 percent of 
our total subeontractors are small business. 

Senator Moopy. Eighty percent / 

Mr. Cuanpuer. Yes. 

Senator Mor DY. Where are the plants loe ited v hich make these er 
gines ? 

Mr. Cuanpter. They are located in 41 different States. They are 
pretty well spread over the country. The 25 major contractors that 1 
mentioned go all the way from Long Island to the Pacifie coast. 

Senator Moopy. ] meant for the record where Is the Creneral Ele 
tric plant located 4 
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Mr. Cuanvier. General Electric has two major plants—the head- 
quarters and the main plant at Lockland, Ohio, and it also has a plant 
producing the complete J-47 engines in Lynn, Mass. 

Senator Moopy. You say you are in production on those engines? 

Mr. CuHanpter. Yes, sir. 

Senator Moopy. Are you up to schedule ? 

Mr. CuanDLer. We are up to the revised Air Force schedule. 

Senator Moopy. That is the revision made about 3 weeks ago? 

Mr. Cuanpter. Certainly within the last 6 weeks. 

Senator Moopy. Within the last 6 weeks? 

Mr. CHanpbter. That is right. 

Senator Moopy. How much of a cut was that below the previous 
schedule ? 

Mr. Cuanpter. As far as General Electric was concerned about a 
20-percent cut. 

Senator Moopy. You were not making the higher schedule, were 
you? 

Mr. Cuanpter. No, sir. We are producing at the present time at 
about 2% percent of the present maximum rate that is required of 
us. 

Senator Moopy. You are now producing 25 percent of the maximum 
rate? 

Mr. Cuanpter. That is correct. In other words, we are on an ac- 
celerating program. 

Senator Moopy. I see. And your maximum rate has not changed 
but simply been moved forward into the future, is that correct? 

Mr. Cuanpter. It was reduced 20 percent. 

Senator Moopy. Reduced 20 percent? 

Mr. Cuanpier. That is right. 

Senator Moopy. And you have reached only one-fourth of that 
reduced rate ? 

Mr. Cuanpier. The revised rate, yes. 

Senator Moopy. So that you are on an accelerating schedule wherein 
you are still dependent on the delivery of machine tools? 

Mr. Cuanp.ter. Yes, sir. 

Senator Moopy. Are your tools being delivered on schedule? 

Mr. Cuanpier. We have a number of tools on which we are getting 
satisfactory deliveries. We have a considerable number of tools on 
which the deliveries are unsatisfactory. 

Senator Moopy. Are you in the “brickbat” category ? 

Mr. CHanpier. Yes, sir. 

Senator Moopy. You are? 

Mr. Cuanpier. Yes, sir. 

Senator Moopy. So that even in the “brickbat” category you still 
have some tool deliveries that are not satisfactory, is that right? 

Mr. Cuanpier. That is true. They are in the process of being re- 
viewed, and we expect considerable improvement. But as of right 
now there are a considerable number of machine tools that are not 
coming, not scheduled as required. 

Senator Moony. What are some of those? 

Mr. Cuanprtrr. Well, the same general group of tools that you have 
been talking about—Man-Au-Trols and vertical turret lathes, duplicat- 
ing lathes, boring machines, broaches, grinders, special drills, milling 
machines, turret lathes. 
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Senator Moopy. You mentioned vertical turret lathes there. Are 
you behind in receiving these Cut-Masters we have been discussing 
here this morning? You have been here and have been listening to 
the testimony. 

Mr. Cranpier. At the present time we have sufficient capacity to 
meet our immediate requirements in that classification. However, we 
have a considerable number of Bullards on which we have unsatis 
factory deliveries to meet our acceleration rate. 

Senator Moovy. The acceleration rate even on this “brickbat” cate- 
gory has been reduced, however / 

Mr. Cuanpier. Somewhat. 

Senator Moopy. Twenty percent. 

Mr. CHANbieR. Yes. 

Senator Moopy. And your delivery rate of Bullards as it now stands 
is not going to be satisfactory to meet the acceleration of your pro- 
gram even at a reduced rate; is that correct ? 

Mr. Cuanpier. That is correct, unless we get further improve 
nents in deliveries we will not be able to meet our schedule. 

Senator Moopy. Now, do you as a company making materials in a 
‘brickbat” category feel you can get accelerated deliveries ¢ 

Mr. Cuanpier. We expect to get considerable improvement on the 
machines that are now unsatisfactory as far as deliveries. Whether 
we are going to be able to get all of them when we need them, we are 
not yet sure. 

Senator Moopy. When were you categorized in this particular 
“brickbat” group ? 

Mr. Cuanpter. Six to eight weeks ago. 

Senator Moopy. Six to eight weeks ago? 

Mr. Cuanpier. Yes. 

Senator Moony. So until then you did not have this urgency prior- 
ity, is that right? 

Mr. Cuanpter. That is correct. And, of course, since that time the 
20-percent reduction in rate has come into effect, which has affected 
the number of tools that we required. So that we have revised our 
tooling requirement to the lower rates, and those are now in the pro 
cess of being reviewed with NPA. 

Senator Moopy. Previous to that your deliveries were unsatisfac 
tory in all these major categories? 

Mr. Crnanpuer. Yes, sir. 

Senator Moopy. Speaking of this specific contract that we were 
discussing earlier, are many of your undelivered tools in that 42-inch 
or lower category ¢ 

Mr. Cranpier. We just made a rough check while the previous 
testimony was going on. We seem to have in the Cut-Master cate- 
gory of 42-inch 23 machines. That is with unsatisfactory delivery. 

Senator Moopy. Twenty-three machines? 

Mr. Cuanpier. And if we include the 42 and under sizes it 1s 77 
unsatisfactory deliveries. 

Senator Moopy. Seventy-seven 42-inch and less Cut-Masters with 
unsatisfactory deliveries ¢ 

Mr. Cuanpuer. Yes. 

Senator Moopy. When would you get those machines ordinarily ’ 

Mr. CHanpDier. The promises on those unsatisfactory machines are 
running 4 to 7 months behind our requirements. 
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Senator Moopy. Four to 7 months. Now for what airplane are you 
making these motors ¢ 

Mr. Cruanpier. Two planes primarily—the F-86 Sabrejet and the 
B47. 

Senator Moopy. Those are just about the highest priority airplanes 
in the list, are they not ¢ 

Mr. Cuanpuer. That is why we are in “brickbat,” I imagine. 

Senator Moopy. That is for sure. 

Mr. Cuanpbter. I would like to just make one 

Senator Moopy. Yet even on this “brickbat” category you are get- 
ting Cut-Masters 4 to 7 months behind your reduced schedule. And 
some other machines I see here, duplicating lathes are 16 months be- 
hind, turret and 

Mr. Cuanpter. The comp rlete requirements have not been reviewed 
in the “brickbat” ¢ ategory yet. This is the complete list of tooling In 
the process of being revie wed. 

Senator Moopy. I see. So you are hoping to have these delays re 
duced because you have been put in the “brickbat” category: is that 
right ? 

Mr. Crranpuer. Yes. I would like to make one statement. Senator. 

Senator Moopy. I wish you would. 

Mr. Cuanper. These tools you are referring to are the tools 
primarily for these 24 or 25 major subcontractors that I spoke of. 

Senator Moopy. Yes. 

Mr. Cuanpier. We have some requirements of our own in our own 
plants, but about 75 pone of the major components of the engines 
na being produced b subeontractors. So that the tooling require- 
ment is primarily in the subs and not with our own company, suit 
we, of courseware handling the over-all priority and listing the re 
quirements of these tools in the order that they are needed by the 
various subs to make an over-all coordinated program, 

Senator Moopy. And of course if your subs do not get the tools, they 
do not deliver to you and you cannot turn out the engines. 

Mr. CHanpuer. That is correct. 

Senator Moopy. You have not been informed as yet what the pros- 
pect is for cutting down these delays because of your “brickbat” char- 
acteriz: n ion / 

Mr. Cranpier. We won't know for several weeks the full effect of 
the an category. 

Senator Moony. How long will it take under your present schedule 
to get full production on the F-86 engines? 

Mr. Cuanpuer. Well: it is a little difficult to distinguish the F—86 
as such, because the basic engine is the same. 

Senator Moopy. They are two highly important airplanes ? 

Mr. Cuanpuer. That is correct. Under the revised schedule of re- 
quirements we should be up to our maximum rate during the second 
quarter of 1953. 

Senator Moopy. Under your present schedule of requirements? 

Mr. CHanpuer. Yes. 

Senator Moopy. Now, if your mac ‘hine tools were delayed, as they 

ave been delayed in the past, you will not make that rate, will you? 

Mr. Cuanpier. We will not meet the requirements. 

Senator Moony. How late would you be? 
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Mr. CHanpbuer. That is a little difficult until we know just to what 
extent the tool deliveries dead | be delayed. 

Senator Moopy. Are you talking how about the reduced require- 
ments ¢ 

Mr. Cuanpuer. Yes, sir. 

Senator Moopy. How much did you say they were reduced ¢ 

Mr. Cuanpver. Only 20 percent. So it is not a very substantial 
difference. 

Senator Moopy. No. As of tod: ivy you are up to it. and the question 
is: Do you kee pup to it or does the lack of machine tools drop you 
behind ¢ 

Mr. Cuanpuer. Yes, sir. 

Senator Moony. If you get the tools, are there any other bottlenecks 
which may delay your meeting the schedules / 

Mr. Cuanpier. In any program as complicated as this, of cours 
there are a number of hazards. 

Senator Moopy. That is right. 

Mr. CHanpier. But we cannot foresee at the present time anythi 
serious enough to prevent us meeting the requirements. 

Senator Moopy. So you feel the question of whether you get ma 
chine tools in time is voing to determine whether or not vou meet these 
F-8S6 and B-47 engine schedules / 

Mr. Cuanpier. Primarily. Our own facilities for assembling and 
testing the engines are well ahead ot require ments, so that it is just al 
question of getting the parts in order to meet the program. 

Senator Moony. In other words, you are all ready for these com 
ponents providing your suppliers can give them to you; is that right 4 

Mr. Cuanpurr. Yes, sir. We have set up the additional facilities 
for actually assembling and testin | 
able and ready to operate. 

Senator Moony. I see. 

Mr. Cuanpier. They are operating to a certain extent. 

senator Moopy. You present deliveries “ure qu te limited, however, 
are thes not / 

Mr. CHANDLER. As I mentiones ie about 25 percent of the maximum 
program. 

Senator Moony. Have vou made efforts to vet the tools that 
don't have from other sources / 

Mr. Cuanpier. Yes, we have made a number of substitutions, and 
have, of course, screened the reserves and purchased tools in Europe, 
and have reduced a number of the machine-tool requirements by r 
adjusting our subcontract structure, and have purchased tools in the 
used-tool market where they have been available. 

Senator Moopy. In other words, you have put every effort out to 
get tools wherever they might be / 

Mr. Cranpier. We feel we have. And in our case, as I mentioned, 
his large number of major subcontractors, I feel that they themselves 
have used unusual efforts in attempting to help themselves. 

Senator Moovy. [am glad to hear that. I see from your statement 
ere which you submitted to the committee that you have - tituted 
Belgium horizontal boring machines for the Bullard Man l Trel 
I< that a satisfactory substitute / 

Merv. Cranpier. It appears to he quite satisfactory 


uy the engines, and those are ava 
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Senator Moopy. Can you get more of those? 

Mr. Cuanpter. As was heard in some previous testimony, the load 
on that type of equipment, both domestic and foreign, has resulted in 
an extension of delivery. 

Senator Moopy. Since there has been an extensive transfer from 
Man-Au-Trols and Cut-Masters to other types of equipment such as 
this, there has been an extension also of the delivery period of the 
other type of equipment. Is that what you are saying ?¢ 

Mr. Cuanputer. That is correct. We feel that our latest require- 
ments for Cut-Masters and Man-Au-Trols is the minimum that we can 
use. In other words, we feel we have made as many substitutions as 
possible, 

Senator Moopy. You made all possible substitutions and you still 
have 77 of these 42-inch and less Cut-Masters, is that correct ¢ 

Mr. Harris. Seventy-seven less than 42. 

Senator Moopy. I say 42 and less. 

Mr. Harris. It is a combination—23 plus 77, a total of 100. 

Mr. Cuanpbter. I guess I misstated myself before. It is 23 42-inch 
plus 77 sizes less than 42. 

Senator Moopy. I see. 

Mr. Noonr. Would the 42’s do the job which you propose to do on 
the smaller-sized machines / 

Mr. CHANDLER. I am not a machine-tool expert, but as far as I know 
they would. 

Senator Moony. And I see here you have gotten Italian horizontal 
stub lathes, Belgian horizonal boring machines. You have gone to 
various imported machines and have also combed the market for other 
substitutes ¢ 

Mr. Cuanpuer. And have substituted the lathes of domestic manu- 
facturers for vertical turret lathes. 

Senator Moopy. Do you feel they are satisfactory in your pro- 
duction ¢ 

Mr. Cuanpuer. Well, for the operations in which we are using them, 
pretty largely, yes. 

In some cases they are not quite as satisfactory, but they will do the 
job in some cases just as well. In some cases they are at least satis- 
factory. 

Senator Moopy. But you have tapped that source to the limit have 
you? 

Mr. CHANDLER. We feel that we have. 

Senator Moopy. How important is the lack of these vertical turret 
lathes, Cut-Masters, and Man-Au-Trols and similar items—in this 
delay of schedules that you are speaking of ¢ 

Mr. Cuanpter. I don’t quite understand your question Senator. 

Senator Moopy. I am sorry. Perhaps I misstated it. 

Mr. CHANDLER. Just exactly what you meant by delay in schedule— 
revised requirements ? 

Senator Moopy. The delay in production. 

Mr. Cuanpuer. Excuse me. Well, there are six or eight different 
machine tools that are about equally critical which can affect our 
program from 4 to 7 months or perhaps even slightly more than that. 

Senator Moony. Six or eight tools. Will you state for the record 


what they are? 
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Mr. Cuanover. Primarily vertical turret lathes, broaches, special 
grinders, radial drills, turret lathes, milling machines. 

Senator Moopy. That is the testimony that is being given uni- 
versally here—that those tools are the bottleneck in production. They 
certainly are in the case of your suppliers and, therefore, of your own 
production today ; is that right? 

Mr. CuHanpter, Yes, sir. 

I would like to make one other statement. 

Senator Moopy. I want you to make any other statement you like. 

Mr. Cuanpter. Because perhaps this is not known. In addition 
to our own production of J-47 engines, there are two licensees who 
are building these engines under prime contract with the Air Force 
under license from General Electric. 

Senator Moopy. Packard ¢ 

Mr. Cuanpbuer. Packard and Studebaker. 

Senator Moopy. Is their production also being affected 
deliveries ¢ 

Mr. Cuanpirr. I would say about equally. 

Senator Moopy, About equally ¢ 

Mr. CHANDLER. Yes. 

Senator Moopy. So that here are the top priority airplanes of the 
Air Force which, as I understand it, are being delayed primarily by 
engine production, and we have here engine production delayed bj 
lack of machine tools. Is that the picture as a see it 

Mr. Cuanpuier. Well, that is ‘ae main source of hold-up as far as 
our program is concerned. I would not be in a position to state 
whether the licensees have other problems in addition to machine tools 
or not. 

Senator Moopy. I am sure they have plenty of problems, but this 
seems to be 

Mr. CHanb.er, This is universal, anyhow. 

Senator Moopy. This is universal, and it appears to be the majo 
consideration, does it not ? 

Mr. CHANDLER. Yes. 

Senator Moopy. Do you have any other statement you would lke t 
make to the committee on this general line? We are trying to be help 
ful here. 

Mr. Cuanpter. For the record, we have just prepared a little pam 
phlet here which I gave Mr. Noone a copy of. I will be glad to have 
s litional copies distributed. In this we attem pte 1d to show the — 
of a prime contractor in a piece of equipment as complicated as = 
and the interde} vendenc i of the prime contractor = subs and \ 
small business generally in carry eee this kind of a program. 

Senator Moopy. I am very glad that you mentioned that, becauss 
I have repeatedly stated as subcommittee chairman that while that is 
a small-business committee, the interlinked nature of small and big 
business is tremendously important not only to small business, not 
only to big business, but to the country. If we did not have this inte: 
locked relationship between the two. we would not begin to have the 
productive capacity we do have in this country, which is the man 
source of our strength. 

Mr. CHANDLER. We certainly could not get along without smal 
business, and pretty generally small business has not required the 
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additional machine tools. Pretty much small business companies have 
been able to take care of our requirements within capacity which they 
already have, which has reduced considerably the number of tools 
they had for the over-all program, 

Senator Moopy. In other words, the capacity and efficiency of small 
business have been able to increase your production ability to a con- 
siderable degree because of the fact they are tooled up to do the type 
of job you are calling upon them to do; is that right ¢ 

Mr. CHanpuer. Yes. 

Senator Moopy. I am very glad to have you say that. 

We have kept you here a long time and are very grateful to you for 
coming and also for waiting so patiently. You have given very con- 
structive testimony, and we may call on you again in this thing be- 
cause our purpose is to find out the reasons for these delays and see 
what can be done to minimize the delays. 

Do you have any other suggestions? 

Mr. Cuanpbter. I don’t think so. 

Senator Moopy. In that case, thank you very much for coming. 

The committee will stand in recess. 

(Whereupon, at 1:20 p. m., the subeommittee recessed to reconvene 
at 10 a, m., Tuesday, March 18, 1952.) 





MACHINE-TOOL SHORTAGES 


TUESDAY, MARCH 18, 1952 


Unrrep STATES SENATE, 
SUBCOMMITTEE ON MopinizaTion AND ProcUREMENT 
OF THE SELECT COMMITTEE ON SMALL BUSINESS, 
Washington, BD. 

The subcommittee met, pursuant to recess, at 10:15 a. m., in room 
324, Senate Office Building, Senator Blair Moody (chairman of the 
subcommittee) presiding. 

Present: Senator Moody (chairman of the subcommittee ). 

Also present ; Charles Mi. Noone . < OlMiittee ( ounsel, 

Senator Moopy. The committee will be in order. 

Mr. Bodford. do you solemnly swear the testimony you give hefore 
this committee will be the truth, the whole truth and nothing but the 
truth, so help you God? 

Mr. Breprorp. I do. 


TESTIMONY OF CLAY P. BEDFORD, SPECIAL ASSISTANT TO THE 
SECRETARY OF DEFENSE 


Senator Moopy. Will you state your name and position, ple ase / 

Mr. Beprorp. Clay r. Bedford, spec lal assistant to the Secret: n'y of 
Defense. 

Senator Moopy. Before you Were assistant to the Secretary of De 
fense what position did you hold, Mr. Bedford ¢ 

Mr. Beprorp. I was on the staff of Mr. C. E. Wilson, Office of De 
fense Mobilization, as an assistant. 

Senator Mcopy. And what was your responsibility there 

Mr. Beprorp. The responsibility there was to tackle any program 
which appeared generally to be lagging from a production standpoint 
as selected by Mr. Wilson. 

Senator Moopy. General expediter ? 

Mr. Beprorp. Generally in expediting capacities. 

Senator Moopy. And you came to the Government from private 
business ? 

Mr. Beprorp. That is correct. 

Senator Moopy. Will you state for the record what your last private 
business connection was and. is / 

Mr. BEDFORD. Yes. I was a director and was the executive vice pres! 
dent of Kaiser-Frazer Corp. When I came to the Secretary of 
Defense office I resigned as a director and, of course, my position with 
Kaiser-Frazer has been dormant since I came with the Government 
last May. 
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Senator Moopy. Well, you could not be expected, of course, to 
sever your connections with private industry. I know there is a 
good deal of commendation on your various activities in trying to 
get production going. 

This hearing is about the shortage of machine tools which appar- 
ently, judging from the testimony of witnesses vesterday and previ- 
ously, still exists in a rather severe way. I would like to have you tell 
us, 1f you like, first, what is being done to alleviate that shortage, 
and what in your opinion might be done more than is being done, and 
what you feel the condition is now from the standpoint of produc- 
tion in the machine-tool field. 

Mr. Beprorp. That then really is to tell the story, as 1 under- 
stand, of tools? 

Senator Moopy. That was the intent of the question. 

Mr. Beprorp. First, 1 would like to point out that Tam not a ma- 
chine-tool expert. I have had some acquaintance with machine tools 
In connection with our own private business. On coming to Wash- 
igton Mr. Wilson felt that one of the most important programs, and 
possibly one that had not been given sufficient attention, was the ma- 
chine-tool program. 

Senator Moopy. When did you come to Washington 4 

Mr. Beprorp. May 29. 

Senator Moopy. Of 1951 ? 

Mr. Beprorp. Of 1951 

The fact that we had a large stockpile of machine tools which had 
been placed in a reserve and which had been in storage from being 
left over from the last war, I believe, contributed to the feeling on 
the part of some of the agencies in Washington that the machine- 
tool bottleneck would not be as severe as the one we suffered in the 
Kirst World War. 

Senator Moopy. What agencies felt that way ? 

Mr. Beprorp. The reported statements by the gentleman who was 
head of the Defense Production Administration ? 

Senator Moopy. You mean General Harrison ? 

Mr. Beprorp. General Harrison as reported to me by machine-tool 
builders, pointed out that with the reserve of tools that machine-tool 
builders were not as important to the program. 

As a consequence, the machine-tool builder who had suffered a se- 
vere depression after the World War IT boom entered the present 
war preparation undermanned, without sufficient staff, underfinanced, 
with prices low, with wages low, and generally in a depressed condi- 
tion. This compared with the favorable situation that he found him- 
self in going into World War II. This is something that must be 
recognized in making a comparison of the two situations. 

Senator Moopy. Might it also have been a factor in the attitude of 
some of the machine-tool people in deciding whether to expand, how 
to expand, and to what extent it was wise to have others go into the 
same business / 

Mr. Beprorp. There is no question but what the depressed condi- 
tion of the industry plus, let’s say, failure to be encouraging on the 
part of at least the Defense Production Administration indicated 
to them that, if anything, they should maintain an austerity position. 

Senator Moopy. Were there others beside the Defense Production 
Administration who took that position at that time, Mr. Bedford / 
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Mr. Beprorp. The position taken by the others was more or less one 
of failure to act than any spoken criticism. 

Senator Moopy. By the others you mean the Defense Department 
and---— 

Mr. Beprorp. The OPS. 

Senator Moopy. The Price Stabilization Office / 

Mr. Beprorp. The Office of Price Stabilization. for instance. did 
not display to the machine-tool builder any warm encouragement about 
solving what to the machine-tool builder was a very critical problem. 

‘The Wage Stabilization Board. again, although less solicited by the 
machine-tool builder, in other words, less pressure was put on the 
W: age St: abilization Board, nonin, they did not indicate ay wide recog 
eee of what was Pong to be and Wwas becoming, when I came to 

tshington, quite a problem, 

a Wilson recoe nl ized this lhipe nding diftic ulty and requested th: il 
one of the first tasks that I undertake was to vet the various agence 
together to appraise the situation, which was done, and a directive was 
issued by Mr. Wilson on July 9. 

Senator Moopy. 1951 ¢ 

BEDFORD. LYoi. 

Senator Moovy. JT should like to point out for the record—and of 
course this could not possibly be any fault of yours because you did 
not come down here until May. and you acted very promptly in getting 
this thing together—but in July 1951. just a little over a vear after 
the Korean invasion, and so far as the machine-tool picture which 
how proves to be the bottleneck of production ls concerned, real 
urgency was placed behind it about a vear late. 

Mr. Beprorp, That is right. I think that appraisal of the situation 
is eood, 

lL think we have to recognize as well that the machine-tool builder, 
It les, did a pretty cood job. Without 
being able to quote the expansion, between July 26, 1950, and July 
1951, as a T remember, they more than doubled their production 
spite Me the difficulties, which was good performance. 

The machine tool builders have since accelerated then producti 
to the point where they did, since roughly August of last vear up until 
January of this year, have as steep a rate of climb in output as they 
did during World War IL, which was an all-out effort and an excellent 
performance. 

Senator Moopy. But the fact 1s, however, Is it not. that today vol 
find manufacturers of such crucial components as the engine for the 


In spite of these harassing difheul 


F-86 and the B-47 still w: LV behind because they cannot get certa 
machine tools? So that while the expansion efforts of the Indust rs 
so far as its own orders were conce “ned may have been highly col 
mendable. the fact is that the net effort has not been enough to meet 
this problem from the standpoint of production urgency. Would you 
agree with that / 

Mr. Beprorp. Well, I do not think that gives the by-and-large pi 
ture, because I think we have to recognize that one of our fundamental 
troubles is development of the equipment that we are building so 
urgently, which was stifled in the vears 1946, 1947, and 1948, and that 
one of the great difficulties was trying to produce without having the 
development work and the process engineering fully done. 
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We are designing and building at the same time, and whereas the 
lack of avail: ibility. of machine tools on call is a contributing factor. 
I really believe that our failure to pursue diligently a course of devel- 
opment during those interim vears between the two wars is the greatest 
single contributing factor. 

Senator Moopy. You mean that the experimental work at Wright 
Field did not continue during the period you mention, speaking of 
aircraft, for example ¢ 

Mr. Beprorp. I have been told by General Electric people that in 
the United States in turbine-engine development we only spent in 
man-hours less than half the man-hours that were spent in Great 
Britain, and in spite of our population of three to four times Great 
Britain’s, as an example. At least it results in difficulty in obtaining 
the master machanics’ machine-tool list until such a date that that 
impedes the progress of the machine-tool builder. 

Senator Moopy. Well, as a matter of fact, are we not now tooling up 
to build a British engine, the Sapphire engine / 

Mr. Beprorp. That is correct. 

Senator Moopy. So that we in the United States are taking advan 
tage of the experimental man-hours which Britain put in after the war 
and taking their engine: is that right ? 

Mr. Beprorp. That is correct, but we leave out process engineer 
Ing—— 

Senator Moopy. I am not contesting what you said at all. 

Mr. Beprorp. Surely. 

Senator Moopy. I agree with you. 

Mr. Beprozp. We are making use of their developments, but the 
developments that we have in this country in process engineering are 
our great forte, our strength, not only designing the product, but, as 
vou know so well, finding out how to make it simply, chea ply, and 
with the minimum of tools. 

Senator Moony. Yes. 

Mr. Beprorp. And those steps are underway at the moment. 

Senator Moopy. You say we put in less mon-hours than Britain in 
developing jet engines. W hv was that, Mr. Bedford ¢ 

Mr. Beprorp. Well, being just a civilian on civilian pursuits at the 
time, as I remember, we had quite an economy wave durirg a portion 
of that time, and we cut back on our expenditures for research and 
development. 

Senator Mcopy. You mean an economy wave in the Government ? 

Mr. Beprorp. Yes, in our own civilian Government. 

Senator Moopy. So that the action of the Government in 1946 c 
in practicing. what was called economy—is that your point—and i 
cutting the appropriation for researe +h and de ‘velopment is what you 
consider the main reason for our present lagging air program; is that 
correct / 

Mr. Beprorp. That is right. If we could speak off the record, I 
could give you a couple of examples of the developments which re 
duced very substantially the machine tools Meee which are al- 
most at the point of being made use of today but which, if they were 
available, let’s say, 2 years ago would have cut down our machine-tool 
requirements substantially. 
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I don’t want to minimize the fact that we are short of machine tools 
today. We are short of machine tools, and we will require machine 
tools for some period of time yet. 

Senator Moopy. And one witness testified that while the schedule 
of his company, even the reduced schedule, recently reduced, calls for 
rather substantial production beginning in ee spring of 1953 and a 
pilot production substantially before that, he is lacking 125 critical 
tools to put in even his pilot line, and he will a have some of those 
tools for the pilot line until the spring of 1953. And this is on a 
critical item—airplane engine. 

Mr. Beprorp. I do not want to challenge the veracity of the master 
mechanic, but he sounds to me like a very energetic and progressive 
fellow who ts determined to get his share of the work an 

Senator Moopy. Thatis right. That is the way he impressed me too. 

[ am interested in what you say about the source of the lag here. I 
think this is an extremely interesting thing. 

You are convinced that the basic reason for it is the failure of the 
United States Government to follow up in 1946 to 1948 an ageressive 
experimental scientific-research program in the field of aircraft: is 
that correct ? 

Mr. Beprorp. Including the process engineering, the development 
right down to the point where you produce the end item. Don’t ove 
look that portion of our economy today. As you so well know from 
the Detroit area, once you develop a product, a lot of time is spent 
in devising ways and means of produci a it, and that various savings, 
tremendous savings in time, tools, and costs, are created due to the 
ingenuity of the Detroit—as a center of process engineering—people. 

Senator Moopy. And you attribute this to the so-called economy 
wave of that era, which I well remember as a newspaperman here. 
It appears now that some of this so-called economy was rather false 
economy ; Was it not / 

Mr. Beprorp. Well, that is certainly my feeling, Senator. 

Senator Moopy. I wonder how much was saved by the cutting out of 
this experimental work from the budget of the Air Force. Do you 
have any idea? 

Mr. Beprorp. T haven't any basis for even making a guess, Senator. 
That is an observation of a production fellow working around trying 
to help out these expediting spots s, and just believeing if these fellows I 
see who are young, energetic, alive—it is very encouraging. It makes 
vou feel good to see what we vot driving : at this thing ' I feel if the y 
had just a little earlier start at this we would be so muc i better off. 

Senator Moopy. And the fact is that as things stand, one, we are 
having to use the British engine in one 

Mr. Beprorp. Area. 

Senator Moopy. Second, we are having to deve lop the proce ss engi- 
neering almost at the same time that we develop the original designs. 

Mr. Beprorp. We are doing the process engineering and the — 
tion at the same time. That is difficult and that creates late ordering 
of tools, and later ordering of tools creates late delivery of tools. It . 
i contributing factor. 
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I would like to clarify the total picture in my statement to the effect, 
also, that you must remember in the last war that we were short of 
tools right up until 1943 when we were still screaming for tools. 

Senator Moopy. Right. 

Mr. Beprorp. And you are short of tools until you get the very last 
tool, and that takes some time even in today’s effort. And today’ S 
effort asbegsie tremendously more complicated equipment in almost 
every area, with few exceptions, and as a consequence the tools are more 
complicated. So that we face a much more difficult problem from the 
tooling standpoint, from a machine tooling, not the jigs and fixtures 
in that tee ular reference, but from the machine-tool porate ogee 

Senator Moopy. Secretary Finletter told me a couple of weeks a 
at lunch that he felt that the advance in we apons, not only of at 
weapons, but of all sorts of weapons, since the end of the Sec ond Worl i 
War has been greater than the advance from the time of the invention 
of gunpowder until the end of the Second World War. TI do not know 
how vou feel about that. 

Mr. Beprorp. I would not challenge that statement at all. 

Senator Moopy. That would indicate—— 

Mr. Beprorp. The advance is tremendous. 

Senator Moopy. If the airplanes we had in the Second World War 
are as outdated as that, I should think that your statement that the 
job of tooling for the modern airplane is much more difficult could not 
very well be challenged. 

Well, I guess we interrupted there, and you were telling about the 
machine-tool picture. 

Mr. BEDFORD. Well. on July 0 the order was issued by Mr. Wilson. 
and shortly afterward—that occurred in an unfortunate time when 
there was an extension of the Defense Production Act in bei ngs | anda it 
made it difficult to conclude arrangements with the OPS, but they 
were concluded. I don’t remember the exact date, but it was early 
August. , 

Senator Moopy. What vou were trying to do at that point was t 
arrange ad justme nts in the price and make it possible to subcontract 
more extensively and expand production generally, to cover increased 
wages and costs: is that correct ? 

Mi. Beprorp. Yes. And further to recog@nize that the machine-tool 

lders’ base Was peculiar tO the machine too] builder. And we set 

synthetic price ceiling, which was actually 12 percent above the 
vu nder the rules. The rules just did not re ‘Og 
nize all of the factors. N 
wood, hy it | } this particul ir area, Nii chine-t oo] builcde ‘Ts were so de 


1 } ! 7 7 
uichiated price cellin 


No eriticism of the rules, they were vener: ally 


] 
| we needed that expansio1 badly. it w; essary we 
i we needed thal expansion so daddy, It was necessary we 


pressed an 
treat them properly and reasonably, and we created a synthetic base, 
id that was done by OPS. 
Senator Moopy. [Tam interested in what you say about that interim 
veriod, because some of us were quite active im warning that if the 
was not renewed properly, in proper form, that it would get in 
the way in various ways of the production program and mobilization 
program. And here, aq pare ntly, is ohe Way that even the interim 
period there did interfere. How did it interfere / 
Mr. Beprorn. P rinelp lv in the time of the people involved. That 
me DisSall and P| he i ana his people were quite involved in the 
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question of roll-back or not roll-back, and we could not entertain 
their full attention on our machine-tool] problem at that moment. 
They pursued the problem very quickly as soon as they vot their 
rollback situation cleared up. T can’t say out of the way, but at least 
jelled. I think we came up with a couple of requirements in the 
Defense Production Act that at least established the point of reference 
for them so that thes could LO back and pursue some of the problems 
we were facing them with from a production standpoint. 

Senator Moopy. Well there has been considerable recent criticism 
of the lagging production in aircraft and other items. As I unde 
stand your testimony—and T[ certainly do not want to put words in 
your mouth, but Tam just trying to clarify vou feel that the prumary 
responsibility at least in the aircraft field for this lagging production 
was the economy Wave which hit Congress between 1946 and 1948 
and which cut back appropriations and retarded development on the 
production and processing. Is that what vou mean ¢ 

Mr. Bi prorp. Yes. I feel that is one of the very substantial factors. 

As a corollary to that, or as a parallel, the military could have 
decided to build more of the less modern equipment, making it easier 
on themselves, easier to procure tools. 

Now I only point that out as one of the alternates that would have 
mace a great deal better show Ing Oona blackboard for numbers. 

Senator Moopy. What sort of a showing would it have made in the 
air against the MIG—13? 

Mr. Breprorp. It would not have made the showing, and I do not 
disagree, L only point out that was an alternate. 

Senator Moopy. I would like to clarify there, because IT would like 
to know whether that was a real alternate. Here we have a situation 
where the eeneral reports seem to be that the only aircraft we have 
to match the best Russian fighter is our F-86. If we had taken your 
second alternate, wouldn't we have had obsolete planes in the sky 4 

Mr. BEDFORD. Yes. | am not sure ot the proper term. Obsolete, [ 
GUeSS, is the proper term. 

Senator Moopy. Obsolescent. 

Mr. BEDFORD. They would be much less progvressl\ 
that we are putting out. 

Senator Moopy. In other words, we would be send ne ow 
in the sky to fieht At a disadvan tage. So it seems to me that 
statement. that the real nub of this thing goes back to the time ) 
there was not sufficient foresight to see that we had to keep on develop- 
ing. and there was an extremely frugal expenditure of money to make 
developments properly, at the same t ime these funds were very severely 
cut. 

Mr. Beprorp. That is right. My feeling in reviewing production 


that the areas that we are getting gray, or pulling out what we h 

left. is in the areas of these latest developments. That is where we are 
having the fight. The planes which are similar to or developments 
of what we had previously. modest developments, are generally ty 


well up there as far as production is concerned. 
Senator Moopy. They are’ 
Mr. Beprorp. Yes. That area is by far the eas 
cult area is where we have ot the most modern cle 
Senator Moopy. The B47 and that sort of thing / 
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I would like to clarify the total picture in my statement to the effect, 
also, that you must remember in the last war that we were short of 
tools right up until 1943 when we were still sereaming for tools. 

Senator Moopy. Right. 

Mr. Beprorp. And you are short of tools until you get the very last 
tool, and that takes some time even in today’s effort. And today’ S 
effort involves tremendously more complicated equipment in almost 
every area, with few exceptions, and as a consequence the tools are more 
complicated. So that we face a much more difficult problem from the 
tooling standpoint, from a machine tooling, not the jigs and fixtures 
in that particular reference, but from the machine-tool eee 

Senator Moopy. Secretary Finletter told me a coup le of weeks 
at lunch that he felt that the advance in weapons, not only of ai 
weapons, but of all sorts of weapons, since the end of the Sec ond Worl 1 
War has been greater than the advance from the time of the invention 
of gunpowder until the end of the Second World War. I do not know 
how vou feel about that. 

Mr. BepFrorp. I would not ¢c halle nee that statement at all. 

Senator Moopy. That would indicate—— 

Mr. Beprorp. The advance is tremendous. 

Senator Moopy. If the airplanes we had in the Second World Wat 
are as outdated as that, I should think that your statement that the 
job of tooling for the modern airplane is much more difficult could not 
very well be challenged. 

Well, I guess we interrupted there, and vou were telling about the 
machine-tool picture. 

Mr. Breprorp. Well, on July 9 the order was issued by Mr. Wilson, 
and shortly afterward—that occurred in an unfortunate time when 
there was an extension of the Defense Production Act in being, and it 
made it difficult to conclude arrangements with the OPS, but they 


luded. | dor t rene mibs ” the exact date, but it Was early 


* Moopy. What vou were trying to do at that point was to 


Aiustarents in the price and make it possible to subcontract 
‘extensively and expand production generally, to cover increased 
and costs: is that correct / 

FrorD. Yes. And further to deniers that the machine-tool 

ase was peculiar to the m chine too] builder. And we set 


synthetic pric » ceiling, which was actually 12 percent above the 


! 
f 
} 


‘ulated price ceiling under the rules. Pie rules just did not recog 
ze all of the factors. No eriticism of the rules, they were gener: ally 
wood, but in this particul ir area, machine-tool builders were so de 
pre ssed ih l we needed that expansion SO badly, it Was hecessary we 
iso] ably, ana Wwe created a synthetic hase, 
| Was done 7 

Senator Moopy. [Tam interested in what you say about that interim 
eriod, because some of us were quite active in warning that if the 
tw owas not renewed properly, in proper form, that it would get in 
the way in various ways of the production program and mobilization 
program. And nes re, apparently, is one way that even the interim 

period there did 1 rfere. How did it interfere / 
Mr. Beprorp Principal ee ee ee es le involved. That 
Mike DiSalle and Phel) and his p OF le were quite involved in the 


’ 
t 
} 
| 
i 
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question of roll-back or not roll-baeck, and we could not entertain 
their full attention on our machine-tool problem at that moment. 
They pursued the problem very quic kly as soon as they got their 
rollback situation cleared up. Tecan’t say out of the way, but at least 
jelled. I think we came up with a couple of requirements in the 
Defense Production Act that at least established the point of reference 
for them so that thev could vO back and pursue some ot the prob lems 
we were facing them with from a production standpoint. 

Senator Moopy. Well there has been considerable recent eriticism 
of the lagging production In aireraft and other items. <As I unde 
stand your testimony—and T certainly do not want to put words 
your mouth, but Tam just trying to clarify—you feel that the primary 
responsibility at least in the aircraft field for this lagging production 
was the economy wave which hit Congress between 1946 and 1948 
and which eut back ap propriations and retarded development on the 
production and processing. Is that what vou mean / 

Mr. Beprorp, Yes, | fee | that is one of the very subst; tial factors, 

As a corollary to that, or as a parallel, the military could have 
dee ided to burial [ more ot the less mode ‘Th equipinre nt. making it easel 
on themse Ives, easier to procure tools. 

Now | only point that out as one of the alternates that would have 
made a great deal better showine on a blackboard + numbers. 

Senator Moopy. What sort of a showing would it have made in the 
air against the MIG—15? 

Mr. Beprorp. It would not have made the showing. and I do not 
disagree, I only point out that was an alternate. 

Senator Moopy. I would like to clarify there, because I would like 
to know whether that was a real alternate. Here we have a situation 
where the eeneral reports seem to be that the only aircraft we have 
to mateh the best Russian fighter is our F-86. If we had taken your 
second alternate, wouldn't we have had obsolete planes in the sky 4 

Mr. BEDFORD. Yes. | am not sure of the proper term. Obsolete. 
OuUeSS, is the proper term. 

Senator \Nloopy. Obsolescent 

Mir. BepFrorp. They would be much less progress! 
that we are putting out. 

Senator \loopy. In othe words 
in the sky to fight at a disadvantage. So it seems to me that 
stateme nt. that the real nub of this thing eroes hack to the tin 


. we would be sending our | 


there Was not suithic lent foresight to see that we hacl to kee pon develop- 
ing, and there was an extremely frugal expenditure of money to make 
developments properly, at the ame time these funds were very severely 
cut. 

Mr. Beprorp. That is right. My feeling in reviewing _ etio 
that the areas that we are getting gray, or pulling out what we | 
left, is in the: are: as of these latest developments That aes Wwe < 
having the fight. The planes which are similar to or developments 
of what we had previously. modest developments, are generally pretty 
well up there as far as production is concerned. 

Senator Moopy. Thev are/ 

Mr. BepForD. Yes. That area is by faa the e: 
cult area is where we have got the most modern 

Senator Moopy. The B47 and that sort of thin 
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Mr. Beprorp. Yes. You named the other one—the F-S6 and the 
B47. 

Senator Moopy. Yes. 

Mr. Beprorp. I think both of those groups of people, contrary to 
an impression that might be gotten—and [ agree we should keep whip- 
ping the horse to get “all the speed we can—but nevertheless I think 
the people on the firing line that are tr ying to get that equipment out 
are doing a marvelous job. 

Senator Moopy. I would agree with that. But the fact is 

Mr. Breprorp. They are building and developing and process engi- 
neering all at the same time, and that reflects back also in the problem 
of the builder of ~ tools. 

Senator Moopy. Because when they find a bug in the airplane, 
then they have to change the tool, and that changes the entire pat- 
tern of the machine tool, or could ch: ange it / 

Mr. Beprorp. It may change the entire pattern on the mchine tool, 
or they may find a much better way of making the end product, and 
that may change the line of tools. 

As I am sure you know, that is under way right now in two areas 
which make a very tremendous change in the most critical machine 
tool area. 

Senator Moony. Now you have gotten this story of machine tools 
down, I think, to July, 1951. 

Mr. Beprorp. Well, in August we had the OPS ceiling raises. The 
machine tool builders did, I thought, a spendid job of picking up 
speed. We were not sure they were at first. We felt that their 
mental attitude and the severe difficulties that they had been through 
over a period of years might have left them in the situation that 
they just didn’t want to go ahead and expand, they would be afraid 
of it. 

But a will say this for them: They did actually, as shown by the 
results, get behind the program, and they have driven their produc- 
tion up "every month onan intially. I think the National Machine 
Tool Builders’ report for January was $87 million, which is a sub- 
stantial climb. 

Senator Moony. $87 million for the month of January °52? 

Mr. Beprorp. Yes, for the month of January *52. 

Senator Mooopy. That is a big increase. How much was it in 
January ’51, do vou remember ? 

Mr. Beprcro. I think we have it here, if you like. 

Senator Moopy. If you have it convenient. 

Mr. Beprorp. We will look it up. 

Senator Moopy. You see, Mr. Bedford, the net result of these va- 
rious factors—the economy wave in “46—48, the slow adjustment last 
year in the Government regulations regarding machine tools, and per- 
haps, as I think you indicated, the reluctance of some of the builders to 
enter the field—I think all of those things add up to a situation where 
we are severely behind. 

According to the testimony before the committee yesterday, it was 
indicated that even at the reduced schedules which have been phased 
out, because of a shortage of certain tools, the makers are going 
to have great difficulty in coming up tothe schedules. 

Is there anything that vou feel that can be done about that now 
that is not being done? That may be a difficult question for you. 
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Mr. Beprorp. We have a number of different aids and steps on the 
way right now. I think those steps will serve to accomplish what 
we are trying to accomplish. 

Senator Moopy. Can vou tell us what some of those are ? 

Mr. Beprorp. Yes. Mr. Wilson’s office is setting tp a machine tool 
commission. 

Senator Moony. He is? 

Mr. Beprorp. Yes. And the extent to which it is going to operate 
is in the formation stage. So I advisedly say “is setting up” because 
we are in the process of doing that and assisting him with it. 

Senator Moopy. What will the function of that be / 

Mr. Beprorp. I am a little reluctant in open hearings to tell vou 
what Mr. Wilson is going to do. Ido not mind giving you an opinion, 
but I believe the steps are something like 27 steps on the agenda for 
this commission, and I think they will be very helpful to the machine 
tool industry. 

Senator Mcoopy. Can you give us what you think some of the steps 
ought to be in this machine tool picture, without telling us? I realize 
how closely you and Mr. Wilson work together, and I think any good 
reporter may draw an inference as to what may be going to h: appen, 
but Iam not specifically asking you to testify to what W ilson is going 
todo. Iam suggesting it would be helpful if you could tell us what 
you think the steps ought to be. 

Mr. Beprorp. The first step is the machine tool builders are going 
to assist us with additional personnel in reviewing the machine tools 
on hand. 

Now an additional step will be a better management of the machine 
tool pool that is now in existence. 

Another step is the separation of the wheat from the chaff type of 
screening of our critical program, where very often only a few tools 
are needed to help out a program. 

Senator Moopy. You mean that if there is a production program 
that can be made to move by the supply of a few tools, then you would 
make a special effort to get those tools rather than let the people merely 
look for them ¢ 

Mr. Beprorp. Yes. 

Senator Moopy. You know the complaint was made here in testi- 
mony yesterday, Mr. Bedford, there was a comparison made of the 
system of allocating materials in this war and the system in the last 
war. Some of the master mechanics and general managers com- 
plained that although they are making high. priority military items 
they are given merely a hunting license to get tools; that they would 
like to have a priority system such as was set up in the last war. Is 
there anything in the nature of a priority system in the wind ¢ 

\ir. Beprorp. Yes, there is. 

Senator Moopy. How quickly do you think that will be established? 
Because I gather from the testimony in the last few days that that is a 
very important step from the standpoint of getting the tools to the 
people who need them to make the most important items. Asa matter 
of fact, I considered last night writing a letter to you or to Mr. _—— 
or Mr. Wilson, suggesting that the priority system be installed, and 
1 thought I had better wait until I talked to you this morning and I 
might be able to convince you it should be. And T see you are already 
convinced before you came up here. 
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Mr. Beprorp. I would like to discuss it fully. The difficulty is that 
we are after getting something that is practical in its application, or 
let us say, more practical than the priority system we have at the 
moment established. In order to do that we must have the concur- 
rence of the industry division, military, and so on, of the affected 
civilian areas. 

Senator Moopy. You mean the Industry Division of NPA? 

Mr. Beprorp. The Industry Division of NPA as well as some of the 
civilian defense areas, such as the Defense Electric Power Adminis- 
tration. 

Sen: ator Moo DY . WwW hy shouk | the De fe nse Electric Powe Tr Adminis- 
tration h: ane p rove a priority system for machine tools ¢ 

Mr. Beprorp. It doesn’t have to approve it, but if we set up a system 
where we build our plant and have no power to run it, it does not make 
sense So we have to include or ¢ ‘onside or. 7] hink is the proper term, 
all of the factors involved when you set up a preference system. The 
greatest problem is not who you give the material to but who you take 
it away from, because taking it aw: iv from the right hand and giving it 
to the left in a common effort doesn’t do you any eood. 

Obviously we have to work with some differences of opinion with 
respect to the emphasis that is being placed. 

Senator Moopy. Is that one of the projects for this machine-tool 
commission 4 

Mr. Beprorp. No; that is one of the projects that we hope to get 
established to aid them in pursuing their work of appraising—their 
work will consist also of appraising our forward position, to assist us 
in placing emp yhasis on the area of tools which should be placed for : 
broader defense mobilization hase. 

Senator Moopy. You are speaking now not alone, I presume, of the 
immediate urgency but also of the tool insurance program which 
involves the entire parallel plant conception of being prepared for—— 

Mr. Beprorp. More than immediate production. 

Senator Moopy. For immediately mobilizable industry over a period 
of tension that may last for a number of years: is that right ? 

Mr. Beprorp. That is right. We are hopeful of engaging the serv- 
ices of outstanding people with experience in machine tool use and 
production. 

Senator Moopy. So as I understand it, you are in the process, or 
Mr. Wilson is, of setting up this machine tool commission which will, 
one, find out how you can immediately expedite getting machines to 
the “brickbat” and other high priority items, and, second, how you 

‘an have sustained production of machine tools, and perhaps how the 
industry can be stabilized so that they can go ahead, and also how you 

‘an get proper tooling of this insurance program for the pari allel 
sien. Is that ina general way what the commission will be trying 
to do? 

Mr. Beprorp. With this general division—Mr. Wilson’s office is set- 
ting up the machine tool commission. I don’t know, it may become 
a committee. or whatever the group name is going to be is not decided 
as far as I know. And over in the Secretary of Defense’s office the 
Munitions Board and ourselves are working out with the civilian 
agencies a program to improve the present priority svstem. So those 


l 


are being worked in two di ffe rent areas, 
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Senator Moopy. Well, it was thought-provoking when a number of 
the master mechanics and others have talked to Mr. Noone. counsel for 
the committee, and testified that they do not have the priority to get 
what they actually need even though they are working on various 
high-priority items. ; 

They have the authority to get it but not the priority to get it. 

Mr. Beprorp. Well: they ure not reluctant in asking when they re 
ceive such priority for items which do not necessarily come exactly 
first. So that there is a step whic h is variously ¢ alled, among others. 
screening, that has to take place because the ambition of the maste1 
mechanic is to vet a complete line set up, whereas he may not need a 
complete line to get his production going. Getting first things first 
isa difficult and, 1 won't say complicated, but arduous task. 

Senator Moopy. Then you are voing to have something in the nature 
of a general priority system so that you will not give peop le ae ite 
priority until the relative importance of their program is screened 

Mr. Beprorp. And we are hoping not to make any change in the 
present arrangement until we have a rather complete arrangement, 
because the time that it tukes to educate industry and our echelons 
down at the working levels is great. It takes a lot of time to do that 
And it is most confusing to have them hear that something new is 
coming when they are just learning how to operate what was estab 
lished relatively recently. 

Senator Moopy. So in other words you are going to try to make one 
change instead of two or three ¢ 

Mr. Beprorp. That is correct. Rather than make a quick one today 
and another quick one tomorrow, we are very hopeful—Manly Fleisch 
mann, Joe Fowler, and ourselves across the river are very ith ‘ful 
that we can get one that will be sufficiently broad in its applicatior 
that we can live by it for some time to come. 

Senator Moopy. How soon do you think you can get that? I realize 
the boundless ambition of the master mechanic. On the other hand, 
it is a eood thing we have him because he is the boy who gets our 
production out, 

Mr. Beprorp. He is the American stand-by. 

Senator Moopy. That is right. I should judge from what they say 
this is a rather urgent thing. low soon do you think you will have 
that installed 7 

Mr. Breprorp. Well, IT think that we will be able to take some pre 
liminary steps to alleviate the most critical areas rather quickly. As 
a matter of fact, we already are taking some steps that we can take 
prior to establishing the across-the-board preference system. 

I think the across-the-board preference system, that is the wide 
gauge preference system, will be at least another month before it is 
issued. 

Senator Moopy. But within roughly a month vou feel that you will 
have this major change in the system of allocations so that there will 
be a better division of the critical components. Will that apply to 


/ 


machine tools only or all across the board on materials too 
Mr. BepForD. The machine tools and industrial equipment are the 
areas in which we are conce ntrating. 
There are some changes parallel in effort, but not attached to the 
machine tool changes. There are some other efforts toward the direc 
tion of improving distribution—redistribution, I should say—of 
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materials to the mixed economy from what we were working on, which 
was the purely civilian economy. 

Senator Moopy. I think a very interesting question is the difference 
between the mixed economy, the semipeace, semiwar economy of this 
crisis, and the all-out, what you might call, across-the-board “brick 
bat” operation of the Second World War. 

How will that be translated into your new priority system? What 
the master mechanics were crying for yesterday was a reinstitutio1 
of the old system or words to that effect. 

Mr. Beprorp. I believe what they probably were asking for—did 
they mention E1B? 

Senator Moopy. I believe they did. 

Mr. Beprorp. The production people have asked me about an E11} 
list. It will be similar to that. 

Senator wa For the record will you describe what an E1B list 
is? I know, but I think it might be a good thing since other member: 
of the committee could not be here this morning. 

Mr. Beprorp. Maybe you had better describe it. 

Senator Moopy. Let’s put it this way: I think I know, but I would 
rather have vou describe it. 

Mr. Beprorp. All right. 

The E1B system was such that the monthly shipments of tools from 
a machine-tool builder were apportioned in accordance with a prefer 
ence list to predetermined percentages into each of the predetermine d 
areas. Such as if they had an Army, Navy, and Air Force contract, 
they had a predetermined percentage that went into each one of these 
areas, and it was a list which could be published. The difficulty that 
we are having today is that we cannot publish our preference list. 
and as a consequence, it falls on the shoulders of a small group of ver) 
hard working and much harassed experienced people in the industry 
division to administer an agency list that is tremendous in its total 
scope. 

Now I am hopeful that we can improve on the E1B list to make it 
even more suitable and self-policing at the industry level. I have 
great confidence in our American industry as a whole. If they know 
what the proper sequence is and what the proper proportions are, | 
feel it will be greatly self-policing and save the choke point of having 
to operate through this Industry Division over at NPA. 

Senator Moopy. I think that is a very constructive idea, because t 
whatever extent it is possible to have this sort of thing self-policed. 
certainly it is better to do it that way than it is to try to do it by 
minute Government regulation, which, at best, is inclined to hamp« 
the, shall we say, free-swinging master mechanic who was exhibited 
here on the stand yesterday. 

Now is this going to apply to the scarcest types of materials, t 
priority list? 

Mr. Beprorp. I am not sure how that is going to come out. TI don’ 
think so. 

What I am trying to say is that IT don’t think that we will have 
substantial change in the present method of making the distribution of 
materials. 

Senator Moopy. In other words, this priority system is going t' 
apply to such items as industrial equipment and machine tools whi 
are extremely short. As T understand it, the supply of metals, wi 
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the possible exception of nickel, is sufficient so that on the defense 
orders themselves they are getting what they need. Is that right / 

Mr. Beprorp. Generally speaking, the shortage of materials is less 
acute than the shortage of machine tools, 

This does not mean that the preference list. when established, will 
have one series for materials and a different series for tools. It merely 
means that the various Government subdivisions who are administer 
ng the distribution of materials will have a possibly different list to 
administer to than they have had previously. But it will not take the 
administration of materials out of their hands. 

Senator Moopy. One of the best newspapermen in town, particularly 
on military matters, is Mr. Jim Lucas, of Scripps-Howard. Mr. Lucas 
had a piece last night which appeared in the Washington News and, 
I presume, other Scripps-Howard papers, that said this: 

The Air Force is $4 billion behind in aircraft procurement and mi 
urther back by June 30, the end of the fiscal year. 

That’s the main reason why President Trumen sent a hurry-up call 
Hoyt Vandenberg, Air Staff Chief, to visit him in Key West recent 
President said at that time only that he wanted to discuss important, 
pressing, matters, 

Did you read his story last night 

Mr. Beprorp. No; I read it this morning. 

Senator Moopy. Let me read a paragraph to you, and I would | 
very interested in having you comment. He said: 

Clay P. Bedford, Deputy Defense Production Administrator for Procurement 
and Production, spent several days last week in Air Matériel Command Head 
quarters at Dayton, Ohio, trying to break bottlenecks. One report is that M 
Bedford “raised all kinds of hell.” 


1 | lope you did, and Tam wondering if you could tell us a little bit 
hout it. 

Mr. BEDFORD. We > ] am afraid it Is hike Mark Twain reported 
ibout his death—it is somewhat exaggerated. 

Senator Moopy. Well, the lag is not exaggerated: is it / 

Mr. Beprorp. Aren’t we off security limits here in quoting produc 
tion? Tam glad to quote you some of the figures in a closed session. 

I think I would say this about giving them hell, that Mr. Lucas 
hould hear Mr. Henry Kaiser when something gets a little behind 

Senator Moopy. ] have heard Henry Kaiser, | also remember dui 
ng the second war that Donald Nelson, if he saw any signs of relue 
tance, on the part of anvone to take lp some task, would sav, “All 
ight, I guess I will vet Henry Kaiser to do it.” And the etfect on 
the potential competitor of Mr. Kaiser was really rather startling. 
!n almost every case they found a way very quickly to do it. 

I realize a little hell raising is a very cot ares tive thing, and IT hope 
vou have been doing a little, and I thought vou might be willing to 
ell us a little about that even though you don't get into production 
iwures. 

Mr. Beprorp. I feel if the fellows over there have shown indications 
hey were not pursuing the } JO rb, were hot trying to get the iob done 

nud I am being very serious about it—it would be time to raise the 
evil. But I don’t think so. 

I think it is verv encouraging. I think it would be educational if 
ome of vour folks could go over and see that bunch of voung fellows. 
Phey are hard working, they are really striving at this job, and T really 
hink they are doing a great ‘ob. 
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Senator Moopy. They certainly did in the last war. I will say that. 

Mr. BEDFORD. Well, you have vot a young bunch over there and 
believe me they are a great outfit. You read so much here, you know, 
and you stay here a ened deal of the time, but when you get out there 

t Wr ight Field, for instance, and see that young crowd around there, 
oa when you eall on them to bring out what are the difficulties in 
X, Y, Zarea, and see the desire and the punch, it is just like listening 
to that master mechanie. He has just vot a tremendous drive to vO 
somewhere, and he just makes you feel evood tbout the defense of this 
country to see that type of thing. 

Senat tor Nox DY. We certainly aoree, 0) d | thin kk hat is the reason 
when we finally got up and at them, we out eo the rest of the 
world and we hy ave be tter weapons. 

But the question now 1s, and the purpose of these hearings is, to find 

} ae om 1 ware on? ie 3 } 4 bisisien 
out why ina general W LV, cle spite the spirit we undou edly have here, 
we are behind on this thine, and what the machine tools have to do 
with it. 

This article sa S. and again | would like to say ] consider Mr. Liu as 

accurate reporter—of course, Wwe all make mistakes, but I would 
be surprised if in this field Jim was making a mistake. He said this: 

Several reasons are cited for the ph ( tio ag. Shortage of critical 

rials and machine tools usually rat 

roduction of the F-S6 Sabre-jet vhte } the only airplane approach- 
ng the Russian MIG’s we encounter in Korea—is « vy TO percent behind schedule, 
This is due almost entirely to shortages of essential machine tools) The F-S6F, 
in improved Sabre jet which may be a better ship than they make, is just going 
into production. Air Force designers for a long time couldn't agree on the design, 

We are 65 percent behind production schedules for the BAT, our only real 


jet bom! The reason is the same: Shortage of machine tools, 


Do you want to comment on that / 
Mr. Beprorp. Yes: I think that is misleadin 1g 
renator Moopy. anes | re. oask this’ Would Vou say that 


i shortage of mac vine tools related To the necessity of having to de- 
velop industrial process and produce at the same time Way be in 
combination responsible for this situation / 

Mr. DepForD. Well, I was interrupted there in that sentence— 

Senator Moopy. I am sorry. 

Mr. Breprorb. It is misleading to this extent: We do have the prob- 


} 


lems of machine tools, but the schedules which we are now working to 
ind which are tied to the budget, it looks to me in the areas in which 
ve have been working with our little expediting group and_pro- 
duction-analysis group, to be with, I think, just one exception, pretty 
much on time. 

nator Moony. That is the new reduced schedule, the phased-out 
schedule as of the last 3 weeks? 

Mr. Beprorp. That is the January 12 schedule. That is a what-we- 
‘an-attord schedule. 

Senator Moopy. You mean that is a schedule based on a dollar basis 
rather than on the basis of what the situation might be if we were 
attacked: is that right? 

Mr. Beprorp. That is correct. 

Senator Moony. I am wondering—perhaps this is a difficult ques- 
tion for you, and IT am not trying to embarrass vou—but I wonder 
vhether you think that is a proper yardstick, whether we ought to 
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build a defense to take care of the situation that might be existent if 
a war should start, or whether we should pick an arbitrary figure and 
Say that this is what dollarwise we can afford to do to defend our coun 
try. 

You have said a few minutes ago that it was a false economy in 
1946-48 which stifled scientific advancement in this country and is 
the- basic reason Why We are hot much further ahead now. Now we 
find that again we are not basing our program on what the necessities 
may he of defending our country but on what someone thinks is t] 
theoretical amount that we can aiford to do. - 

It has always seemed to me to be the question of \ hat we can alle 
not to do in the situation when so much Is at stake. 

I would like to have you comment on that, too. 

Mr. Beprorp. Well, you are asking me—— 

Senator Moopy. A lot of questions in a hurry. 

Mir. Beprorp. Yes: that is right. I feel Lam just another civilian 
that connection. L niean Hela exposed to that side of t] 

3 months makes me far from an expert, but you can't 
Op mons. 

Senator Moopy. ‘That is right. 

Mr. Beprorp. But | have felt that the broaden e¢ of the base of ow 
economy Is vers Wnportant and that the ability to create a long rane 
strength rather than a short-range strength is one of the key factors 

Let’s take, for example, if we drive forward diligently on making 


the NX. Yo and Z design plane and nothing happens more than has p- 


pened to date in the Wah ol vetting other areas opened up othe tliat 
Korea, certainly we would have been in better shape had we take: 
little less of that material and pursued the course of putting a little 


more of it anda little more of our effort into tools and into broade Y 
our base of work. Do you see what Lam driving at? I am not ex 


pressing it very well. ‘But I am driving at the point in the by and 
large ILis very Important to keep a look on down the road beyoi cl to 
morrow and day after tomorrow and the rate of development of these 
things is so fast that they W ill become outdated quite rapidly. And 
choosing the day on which the Korean war is going to expand into a 
complete battle 

Senator Moopy. I think you ought to say if it does. 

Mr. Breprorp. Or if it does. 

Senator Moopy. I just did not think you wanted to be on record as- 
suming there was going to be a world war. 

Mr. BrepFoRD. No. | have no knowledge other than the average 
citizen about that. But | ch firmly behind everything that is being 
done for creating oreater strength in the event that there is. 

Senator Moopy. Yes. 

Mr. Beprorp. And I feel that that greater strength will be sup 
ported just as strong) in expanding these various areas Which are 
being expanded. In other words, I believe the present policy is very 
wise in that regard, and that must take into account there is some limit, 
IT don’t know what it is. But whatever that limit is of reserve strength 
that we Can put into defense etfort should he divided In some Wa 
toward broadening of our base and making tools to fight with. 

Now, the kind of tools, as I see it. are dependent on Where we dec de 


we ure voing to have to vO into this undesirable | attle, and the kn d 





364 MACHINE-TOOL SHORTAGES 


of tools and the emphasis on the kind of tools is a question of timing; 
because, if we are sure that we are not going to get into an all-out 
scrap here immediate ly, then by all means we should concentrate on, 
as someone aptly called it, the paper airplanes, to get those out. If, 
however, it happens day after tomorrow, then we have not done enough 
about getting today’s airplanes out. 

Senator Moopy. Are we sure? 

Mr. By DFORD. We are not sure of either. 

Senator Moopy. That isright. And there isthe area of decision—— 

Mr. Beprorp. In which we have to reach the most intelligent middle 
ground that we can. 

Senator Moopy. But, Mr. Bedford, there was a very high schedule 
of proposed expansion, for example, for the Air Force, and that was 
cut back recently, cut back again. And you said it was cut back again, 
I think, primarily not on the basis of milit: ary strategy but on a basis 
of what should and should not be in the budget. 

{ am wondering whether that sort of decision relates to that state- 
ment you just made. Of course, we have a question im actual develop- 
ment as to whether or not we should concentrate on experimental 
ships which cannot begin to be built for another 2 or} years, or whether 
we should LO into production on our present ships. But the over-all 
program, as you said, was set by budget considerations rather than 
by clefense considerations: Was It not / 

Mr. Beprorp. I don’t think I can answer net IT wasn't sufficiently 
a party to either the | nudget hearings or the br idgvet decision, 

I know that we did get a different schedule to work to, which essen- 
tially lowered the program in the distance. It did not particularly 
lower the immediate program. It is hard to make a general state- 
ment, because there are so many programs that a general statement 
does not apply usually to all of them. There are peculiar conditions 
Ih eve ry one: In some causes obsolescehce, and in some cases areas 
where we want to place emphasis because we can get a better job done. 
But, generally speaking, the immediate programs—this is just my 
observation after reviewing the schedules—were not affected as mu hh 

the schedules, say, a year from now. 

Soy ge Moopy. That is my understanding. 

Well, granting the truth of your eloquent tribute to the young men 
who are carrying this program forward at Wright Field, can you 
tell usa little bit about what you were raising hell about / 

Mr. Breprorp. I wasn't really there 

Senator Moopy. Or were you ? 

Mr. Beprorp (continuing). For the purpose of what I would call 
raising hell. 

Senator Moopvy. I am merely quoting from this article, which 1s 
from a highly responsib le reporter. 

Mr. Beprorp. What I was doing there was investigating and trying 
to screen out the most critical spots in what we generally cena a 
there as the critical programs, and pursuing those critical areas in 
<omewhat detailed f: ashi ion for the } purpose of determining what a ps 
could be taken that would affect the ceneral program, 

Senator Moopy. In other words, vou were trving to find out just 
what was holding it up and knock out the obstae on is that it? 

Mr. Beprorp. Yes. Now, that is not a 1-day stand sort of thing 
because our office has been working with Wrieht F ield developing the 
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information over a period of time, and we went to review the status 
of the information as it had developed to that point and to describe 
some of the areas that we were working in, and the assistance that we 
hoped to be able to give those fellows to be able to get the job done 
better. 

Senator Moopy. In short, you had been investigating the reasons 
for failure to get still faster production for some time, and you went 
out there and in a sense presented your findings and told them to 
inake these changes in order to speed production. Is that roughly 
correct ¢ 

Mr. Beprorp. Actually we were asking them for what they had 
found. You see what we did—lI had better tell you a word about our 
office. 

Our office consists of three men and two girls, and that. office 
operates through the sery ices themselves. We don't hie Vea big stall. 
Qur purpose is to assist with such modest experience as we have had 
in bringing out the critical areas and attempting to achieve a solution, 
not of the X, Y, Z, company in —— but in getting together the 
parties and a procedure which will | greeable to everybody, and 
eetting it instituted so the fellow at a working level can operate 
more freely and can vel his job done better 

Now, one of the steps in doing so istorun what we ealla production 
analysis. One of our two staff members is not an expert, but he is a 

good capable fellow in running production analyses, and with the as- 
sistance of personnel supplied by Wright Field we had been running 
some production analyses on some of the critical programs to screen 
up vhat the toughest spots were, 

Senator Moopy. What you are trving to do, in other words. 
find out what is holding these various critical programs up and 

Mr. Beprorp, ‘Take steps to help them. 

Senator Meopy. Take steps to remove the obstacles ? 

Mr. Beprorp, That is right. IT want to point out that we have had 
very excellent cooperation eroen the services in doing that. 

Senator Moopy. I am sure they are just as anxious as you are to 
knock them out of the way. 

Mr. Beprorp. And I am a little reluctant to he con ipletely detailed 
in telling you the steps until the interested parties agree to those 
steps, because a number of these things are right in tl 
negotiation now. 

Senator Mcopy. I see. 

Mr. Beprorp. ‘nd Tam not primarily interested in whether it goes 
either one of three or four ways. ‘There are a number of solutions to 
almost any one of these prob re 

Senator Moopy. Would you like to give us perhaps one example a 
to what vou are trying to do? 

Mr. Beprorp. Well, I think—— 

Senator Mcopy I do net want to | into the field of SeCUTITY 
f you feel vou are in the field of security T will withdraw the ques 

Mr. Beprorp, I think I can do it. 

We have a problem in the B-products areas. [I think evervone gen 
erally recoenize that the distribution of mate ialsto B produ ts does 
hot sufficiently ep rate the matlitary 3 products from the civilian B 
products. 


process of 


97630—52 24 
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The operation by the civilian agencies was based on the experience 
in the last war, and the considerably more complicated products we 
are making—the end items—this time has emphasized the peculiarity 
of the B produc ts going into thee — — iry items to the point where 
the distribution which sufficed i » last war turned out not to be 
quite as suitable this time. That. was recognized sometime ago, 

Senator Moopy. Can you give us an example of something that 
has been held up asa result of this thing, just to make it more graphic ? 

Mr. Beprorp. Yes. I want to think of one which does not get us 
involved he re in Ohne of these high!) classified encl items. 

Well, of course, the t rou! le Is | { lor 1't know \\ hether this has security 
clearance or not. a every one I am working on practically is 
in this “‘] ckbat™ category, and IT am not sure mivself where | stand 
from : CCLULIty standpoint. 

Senator Moopy. We do not want vou to say anything In any way 
that Is volng to jeopardize ecul ity. 

Mr. Beprorp. We cet a number of them. 

Senator Moopy. What vou are trying to do is to find out what ts 
holding ip the situation and remove some ot those obstacles / 

Mr. Breprorp. Yes. 

Senator Moopy. Specihi ally and particularly in the “brieckbat” 
Class: is that nght / ¢ 

Mr. Beprorp. Well. it is hard for these general statements, because 
we have a number of scan taaliiags Now I am going to vive you just 
one. just one called the short-cut procedure. 

The short-cut procedure is primarily for the purpose of giving the 
contractor, the subcontractor, or the sub-subcontractor, or wherever 
th lortage EXISTS, AN OF} port itv to go irectiv afier due process 
by his proper supervising authority, whether it is Wright Feld, 
dustry Division, or whether it is in the Navy, bureau, or wherever it 
is Ww 1] ‘rive him an opportunity to go to the Industry Division of 
NPA and get service. 

They get many of our items of a rather simple nature. One, I 
th nk, we can tal lk about is: we have been short of stainless-steel rivets, 
Stainless-steel rivets, if they happen to be used—and there is a certain 
amount of eivilian allocation by | eiviliag user, ind he does not 
get enough to make his product, he Cah go clirect to NPA Industry 
Division. Now, he isa civilian, and he ean go direct to the NPA In- 

: ( and vet hel ip on get turned down. He can vet a de- 
cision very g kly. 

llowever, if that stainless-steel rivet goes into a military product, 

riage eae the various 


ae 


took to process that 

| ‘nwtous 
enator Moopy. You mean through the various subcontractors he 

had to go all the way back through ¢ 

Mr. Beprorp. No. He would have to go through his plant repre- 
Wright Field, then to Air Force Headquarte rey then to 

tions Board, then over to the Industry Division. 
are proper steps ~ a very severe important case, but they 
steps fora nor B product such as a stainless steel 
procedure which has been established is aimed at 
fellow who is out of stainless steel rivets to go after 
san An For e contractor. We have heen speaking 
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generally about Air Force matters here. He is an Air Korce con- 
tractor or a sub or subsubcentractor. ana he is out of these rivets. 
He can then vO TO his prime contractor's plant representative ana vet 
il hearing. It is set lip to be done by telephone it Wright Field. 

If they can eive him assistance W hich, Iyy the Way. iha oreat mal Vv 
cases thev are able to do then his problem Is solved. If it is 
] 


} Ny » ] ] + 
soitved, then instead of chasing through the circuitous route, he ¢ 


he NPA division. It has two primat 


V advantages. 


if there is substitution to be made. the 


man in the 
istry Din on is undoubtedly an expert o1 the requirements and 


Cah say, ‘Well. { vou can't vel this size, can vou use tf rat SIzZe. O1 
vou use another ¢ lave you tried some other substitution that 
specifications permit 4” And the two of them cal work ont 
problem. 

Chat has not been permitted previously. It ay not be necessary 
after the long-range steps that the NPA division is taking to cure 
the shortage of materials at the B component level are effected. But 

t t does give the fellow who is 
eard quite promptly at 


stance quite promptly. 


On 


nator Moopy. That is a verv constructive step. 


IL might sav that |T should think—not being a production 


tliat perhaps the most irustrating exXperience that 

F itary COMIPO went might have would he f he 
mt he ka ows there is no good re: 

Wa : y had vet it done. 

\s vou said t morning, the energ 


~- ti pnd 


} 


these ventiemel - boundless, and wl 

hv it would not only be very 
cama 
Wha 

Witous 

tape out of th 
Mir. Beprorp. rn | 
After all, when are manag 

ess VOL clo ' ! simple WilV. 

nator Moopy. un tand that thoroughly. 
Vir. Beprorp. So you just can’t willy-nilly go a 
Senator Moovy. Not just go around snipping 


Mr. Beprorp. It must be done very carefully so 
hurt ourselves rathes than help ourselves, But that 


it appears we could be of assistal ce, 
sehator Moopy. But [ do thn 
acon pole X thing and people have to be 


nN 
_ 


lot of red tape that in some cases cal 

by such steps as Vou are taki Y now, 
Mr. Beprorp. Yes. | feel that is correct. 
Senator Moopy. Do you w: to comme! 

sons fo the lag in the ‘ reraft schedule is set 
Mr. Beprorp. Well, I don’t think so. 

I might point out. are s! 

as need ne to by cry) 


and ibsubeontra | 
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I have made the by-and-large points, and I think in detail the 
machine tools and the B products and the subsubcontract areas are the 
areas Which merit our greatest emphasis and attention. 

Senator Moopy. Now there has been a good deal of discussion, Mr. 
Bedford, about this Bullard contract. 1 do not want to unnecessarily 
involve vou in a long discussion of that. But you know all the de- 
tails of it, of course. I mean you know the outlines of what happened. 

Mr. Beprorp. That is correct. 

Senator Moopy. The general testimony of the Munitions Board 
here has been that the contract was canceled because they did not need 
those Bullards. The undertone of the testimony of the master me- 
chanics who were here was that they didn’t want to make a general 
conclusion as to whether they were needed or not, because they didn’t 
know whether other people needed them or not or whether the over-all 
program needed them or not, but that they were not getting the deliv- 
eries of the tools of that type that they needed. 

Yesterday, sitting there where you are now, some of the production 
people who are working on high-priority items did cite the fact they 
are holding up even their pilot lines because they cannot get these 
Cut-Masters and Man-au-trols. Do you want to comment on that 
situation ¢ 

Before you do, if I may, let me add that one point of this thing 
that has puzzled me is that in January or February of 1951, which 
is before you came down here, it was quite clear that those Bullards 
were very urgently needed. In September when the contract was 
s ened there was a very substantial lag in something, and that lag 
ix now showing up in the lack of machine tools on some of these lines 
that were testified about yeste rday. 

There is not too much use of going into past history except as it 
mav relate to and reflect the present situation and present attitude 
of mind, but [ would like to have you discuss briefly that contract, if 
you will, and give us your opinion as to whether or not it should 
have been canceled, whether or not it should be now reinstated, or 
what should be done about it. Because there is an ability to make 
tools in that tool shop, and certainly the evidence is very clear that 
one of the things that is holding up the production of airplanes 
and other very urgent items is the shortage of tools. 

Mr. Beprorp. First, I would like to state that I was a strong advo 
cate of making the subcontract in the first place. 

Senator Moopy. You were? 

Mr. Brprorp. Yes; in spite of the higher price. I felt that we did 
not at that time know nape wn’ the machine-tool builders were going 
to pull themselves up by their boot straps and move as a result of 
our giving some assistance on pricing and some of the other problems. 
We hoped they would, but we were not sure that they would. 

Senator Moopy. Regarding the price, to clear that point up—is it 
not true that in general General Motors has, while sometimes bidding 
high on a new product, usually brought the price down to within 5 
percent of what the original contractor was selling to the Government 
for? So wasn’t that a price that, while it looked high on paper, 
actually would have probably been sharply reduced by the time the 
tools were delivered ¢ 
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Mr. Beprorp. Well, I think that is so, but we did not particularly 
have any evidence except the broad general experience to judge that 
at the time. 

Senator Moopy. That was the testimony here. 

Mr. Beprorp. Keep in mind at the time when we were looking at it 
here we were critically short of tools, finding out that our new type 
of production we were going into could not depend to any great extent 
on our machine tool pool, and with the machine-tool builder in an 
unhappy frame of mind and just going through—I think actually we 
had passed the stage of getting the price adjustment arranged—but it 
appeared to me that psve hologically it was very important that we 
assure the tool builder that we were absolute ly sure that we needed the 
tools, and that the attitude they had felt expressed was by lack of 
attention, or even in one case by positively being told so, in their direc 
tion had dissipated and we really wanted them to go and that we 
wanted to procee “don this. 

Now, when it comes to the cancellation, that is a complicated ques 
tion, and it is really a highly technical question. 

There have been a number of developments of substitute tools. The 
claim is made by the manufacturer of one of the tools, the “T” lathe, 
by LaBlond, that they can perform somé of the operations which were 
considered to be performed by this Bullard in a lesser time. I don’t 
remember the timing at the moment, but the mere fact that there are 
a number of substitutes—we know that Studebaker and some of the 
others performing this operation have found other tools with which 
to do the job. 

Appraisal of that relative importance I am sure is indicated by the 
fact that Buick, for instance, in their engine at one time told us they 
needed a tremendous number. Asa matter of fact, I believe that was 
the original reason to get into this Bullard contract. 

Senator Moopy. Buick was here vesterday and testified that they 
originally needed a thousand, and then the ‘vy cut them back at various 
times, but they still needed 280. 

Mr. Beprorp. Was that all in that one size—the 42-inch 7 

Senator Moopy. Not entirely, but most of them were 42-inch, and 
the master mechanic of Buick, Mr. Mitchell, said they could use a 42- 
inch for anything less than 42-inch. 

Mr. Beprorp. T say T am not in a very good appraisal position to 
appraise all of these various sides of the picture. TI might point out 
there is a different way of making these wheels under consideration 
that will do away with that particular operation. Will it be developed 
and will it be suitable or not. I can’t say that. 

Senator Moopy. You say there isa different way of what ? 

Mr. Beprorp. Of making the wheels. You see those Cut-Masters 
were used for the wheels on which these blades were fitted. And as 
a consequence, if you find a different method rather than machining 
them to manufacture them—let’s just say, for instance, that we fabri- 
cate them: we make them out of stamped parts and flash weld them. 
You know that is how they make a great deal of your automotive items. 
That then really reduces 

Senator Moopy. What wheels are you talking about / 
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Mr. Beprorp. I am talking about the wheels for the jet engi 
wheels which support the blades | Indicating object |. 

Senator Moony. Yes. 

Mr. Beprorp. That is the operation which these machines are ven- 
erally desirable for. Well, as | say, all of these factors come into the 
picture, and 1 am sure that the industry peop le and the Air Force 
have looked at it carefully before the \ made the decision to cut back 
on the Bullard contract. 

Senator Moopy. One reason that mace us curious Was what appeared 
to be the reluctance of the prime contractor to subcontract it. It haay 
have been retlected in the length of time that was consumed originally, 
That may have been one reason for that January or February to Sep 
tember lage there in signing the contract. And we are just wondering 
whether this contract was finally ow because of the reluetance 
of anyone to have a new maker of se tools in the business, and 
whether because of that feeling we have a lian how on produs Ing top 
priority aircralt. 

Mr. Beprorp. I have nal seen any sign of that, Senator. 

Senator Moopy. You have not ¢ 

Mr. Beprorp. No. Tam sure that the Bullard people are very in- 
terested in not having somebody else in the business, but at the same 
time I have seen no signs of that influencing the decision either to gel 
into the business in the first place or subsequently as the question of 
being sure that our requirements were such that we needed to go ahead. 
It ma have affected the time. I don’t know that. That is the time 
of getting the original contract signed. 

Senator Moony. | do not want to reflect on anybody's intent, of 
course. But here is a situation with a very critic: ally short machine 


tool, and as late as vesterday we had these people sav thev need these 
Bullards and thes are not going to vel them. Well, there is one 
Bullard needed for the pilot line for building Sapphire enganen the 
pilot line, mind you—which they are supposed to have by May 1 of 
this vear, and this Bullard for the pilot line will not be delive red, this 
size, until the end of 1953.) And vet the Government has canceled a 
contract which would make it possible tomakea large number of these 


machines. 

That is not the only example, ot course. They wouk ln't tool up to 
make one Bullard. But we want to be sure that it is not even an 
understandable reluctanes on the saat of anybody not to have compe- 
tition in the same field t):at has brought about the decision to cancel 
the contract. 

I say that without any assumption there is any such situation, 
sav we are just trying to be sure that is not the situation. 

Mr. Beprorp. Well, I know of no real effect of this reluctance on 
the part of Bullard as far as either the placement of either the orig- 
inal contract or the subsequent cancellation. T can see where these 
fellows wanted—you said they figured a thousand. The figure I heard 
last summer was 1,500. And realize these were the early stages. 

Senator Moopy. I believe the figure was a thousand. The testimony 
vesterday specifically was a thousand. ; 

Mr. Beprorp. Well, the figure I have in the back of mv head thev 
were talking about last summer was 1.500. Now. this testimony ves- 
terday possibly was specifically Y ith reference to the {0 inch, or pos- 
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sibly I heard from them at a time when they were still in the more 
initial stages of planning. But if there can be that much of a change 
in 6 months, you see it is quite a change. 

Senator Moopy. It dropped from a thousand to 400, and then 
phased off to 280 when the schedules were changed. 

[can understand the reluctance of a company ina feast-and-famine 


industry not to have a oreat new operation set up mn conipetition 
when they feel at the end of a certain very briet period there is 
gomg to be a cut-off of all production, 1 can understand that. I 
think it may well be a subject meriting the consideration of Congress 
as to what we should do to stabilize the general conditions im this 
Nh dustry which obviou Ly IS SO MM port. tht to the safety of the com try 
whenever we are threatened. 

Nevertheless 1 would not think—and I am sure you would not it 
would be a tenable position to say that because of some situation of 
competition which would exist after the crisis was over that we should 
delay getting the airplanes that we need and which may be the decisive 
factor in whether we are attacked or not. That is the thing | eannot 
vet out ot Hy mind these delays and this | MUISTNeSS - looki ine Way 
down the road, and all that. is all very well if nothing hap pens in the 
meantime, but what 1f something does happen in the meantime 4 

Mr. Beprorp. 1 think we will probably fabricate the wheels. 

Senator Moopy. We will what ¢ 

Mr. Beprorp. Fabricate. I don’t think we will machine them. I 
think we will fabricate them. 

Senator Moopy. You have the feeling that, as far as this particular 
contract is concerned, that it was a wise thing to do? 

Mr. Beprorp. That is my opinion, sir, keeping in mind I did not 
review an accurate examination, but I do know there are in the 
wind—here is one of the items | displaying object You would think 
that was a highly machined part, and yet that is a cold formed piece. 

Senator Moopy. Let’s see it. 

Mr. BepForb. That is the compressor blade. That is done Dy cold 
forming. ‘That is another division of the General Motors Corp., and 
I think they have done a very splendid job, I don’t mean to single 
them out. I only mean there is right there an evidence of tremen- 
dous change. 

Now. if we used the tracer type of equipme nt to machine that. the 
amount of machine tools would be tremendous. 

Senator Moopy. How do you make it ‘ 

Mr. Beprorp. That is done by cold forming. You run it through 
a gap roll in sequence until you have formed a lug at the bottom end, 
and then you coin it and trim it, upset the base. 

Senator Moopy. That is not cut at all / 

Mr. Beprorp. It is broached and the base is ground. Sut the 
number of machine tools necessary to do that job is so much less 
than the machine tools required to do the precision a ie. 

Mr. Beprorp. In precision forging we have to trim the dies every 
three or four Reed: You run a hundred and fifty adi of 
those through before you start trimming the dies, you see. That alone 
means you get one fiftieth of the number of die-trimminge tools, and 
those are expensive and complicated machines. 

Senator Moopy. This is a Delco Remy job 4 
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Mr. Beprorp. That is right, that is a Deleo Remy engineering de- 
velopment. I don't mean particularly to point them out. The Gen- 
eral Electric Co. has a different method. They are going to put the 
two pieces together in what they call a fabricated blade. 

Senator Moopy. This is what you are saying in effect: That the 
tremendous swift advance of science which has taken place since the 
Second World War, and which Mr. Finletter described as a greater 
advance than took place from the invention of gunpowder to end of the 
Second World War, is moving so rapidly in these fields that perhaps 
while the Bullard contract should have been signed when it was signed 
or before, that by now perhaps the thing to do is to cancel it. Is that 
your point‘ 

Mr. Beprorp. Yes. It is certainly at least questionable in my mind, 
and I wouldn’t take issue with the services for cancelling it. I am 
satisfied they have looked at it sufficiently and even in the event of all- 
out war we will take a little more chance than we are now on some of 
these new developments and put them in probably more quickly. 

Senator Moopy. Now about the heavy press program, Mr. Bedford. 
Do you feel that is adequate ¢ 

Mr. Beprorp. That is the $389 million program, I believe, of the Air 
Force for making heavy extrusion and forging presses / 

Senator Moovy. That is right. Are you familiar with that? 

Mr. Beprorp. Generally. 1 don’t think I could quote the size of the 
presses. In a general way I feel it is a very great thing, because there 
again it will help us on reducing this terrific load of tools. 

Senator Moopy. That reduces the tools perhaps more than any other 
single thing they are doing. And General Wolf, who, as you know, 
used to be the head of the Air Matériel Command, said we should make 
a 75,000-ton press, and we are not doing that, and I am wondering what 
you think about that. Or are you informed on that é 

Mr. Beprorp. Only relatively, you might say. I read about it, as 
others do in the press. I have read some of the technical magazines. 

Senator Moopy. But you do not go into that ¢ 

Mr. Beprorp. Except to this extent: We felt it so important to 
broaden our capability in that area that we have asked that the 
critical point, the choke points, in getting the presses built be called 
to the attention of our office so we can pursue it with the civilian 
agencies to see if we can’t devise or assist 1n finding means of getting 
those presses built sooner. To that extent we have gotten into it. 

From the technical sid» of saying you should have a large or a small 
one, as a civilian, I would say why, not make one of the big ones. My 
goodness, now is the time to find out. It take a long time to find out, 
so why not start now. I wouldn’t quarrel with them about it. I think 
their judgment is probably good on it. 

Senator Moopy. You see, I think your testimony this morning has 
indicated something that is not often high-lighted, namely, that it is 
the decision we make now which has an effect 5 years from now. Now 
if we are in urgent need of certain heavy presses 5 years from now, 
unless we make the decision now we are not going to have them. 

It is the same sort of thing that you pointed out when the Congress 
in 1946 to 1948 cut back the funds for scientific experiment in the 
Air Force. You feel, do you, that that action by the Congress was 
the key point which now has us behind schedule on this? 
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Mr. Beprorp. I feel the greatest deterrent to having a more modern 
piece of equipment in higher production today was that factor. That 
was not the factor that slowed us up in any way in building some of 
the more relatively simple models. 

Senator Moopy. We could build all the B-17’s we wanted but they 
would be shot down, or all the Mustangs, but you wouldn’t want to 
send a young man up ina Mustang against a MIG-15. 

It seems to me that your point that we have to plan now for 5 years, 
and we had to plan 5 years ago for now, is a very well-taken point. 

I have a somewhat personal interest in the thing, because at the time 
that was done, as a newspaperman I took a dim view of the cut. 

Mr. Beprorp. I agree with you that now is the time to be looking at 
5 years from now in preparing. Because particularly in the very 
heavy equipment field it has been easy to get a misconception, and 
one of the reasons we want this commission of the highest, of the best 
informed people that we have, is for the purpose of having the best 
judgment we can get, because some of our machine-tool areas are 
helng r ipidly changed. 

Our machine-tool requirement areas are being very rapidly changed 
by developments. Other machine-tool areas, of what you might call 
a more standard type of tool, are the same yesterday and today and 
will undoubtedly be the same tomorrow. 

We are hoping that we can assist the industry to level out its load 
and at the same time actually broaden our base by filling the gap. 

As is indicated by a chart we have here, the backlog of machine 
tools is dropping at_a very rapid rate. 

Senator Moopy. Let’s see it. 

Mr. Beprorp. It is the upper chart. 

Senator Moopy. The upper chart / 

Mr. Breprorn. Yes. 

Senator Moopy. This is the backlog ? 

Mr. Beprorp. Yes. That also shows that January 1951 was about 
S40 million output, which compares with January 1952 of approxi 
mately 86 to 87 million, 

Senator Moopy. Oh, ves, a little under 40 million, 389 iillion, Janu 
ary 1951. That answers the question I asked a while ago. 

Mr. Beprorp. That is correct. 

Senator Moopy. And in December—well, you gave the figure of 89 
millon for January. 

Mr. Breprorp. EKighty-seven million. That interpolates about 86. 
It could be in the plotting. 

Senator Moopy. This does not show January, this just shows De 
cember, which is 80 million. 

Now, one other question. In this report of Mr. Lucas, it is indicated 
that the Air Force is 4 billion behind in procurement. What you 
said here this morning is that you are taking specific steps to knock 
away these bottlenecks. 

Mr. Beprorp. That is right. We are a working shop, and we have 
not concerned ourselves with the by-and-large of the program. The 
staff to a certain extent is a limiting factor on our availability. 

We really feel also we should concentrate, that we should not try 
to be familiar with everything that is going on. If we can just take 
these critical programs and get to the so-called bottom of the barrel 
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of the critical spots in the critical programs, devise some means-— 
which the industry divisions, that is the NPA and DPA, have indi 
cated every willingness and, as a matter of fact, an outspoken desire 
to assist us with—that that would be about the limit that we should 
aspire to in the way of accomplishment. 

ae Moopvy. I want to congratulate you on that approach. I 
might point out that is the thing 1 think more than anything else that 
Bill Knudson did in the opening of the Second World War. You 
remember he was a great Detroiter. He came down here and I think 
his action in precisely that way was the one thing more than any other 
that got this great aircraft program going and gave us tremendous 
momentum at that time. 

Of course, figures can mean almost anything. What does this 
4billion lag mean? Does that mean that the deliveries of airplanes in 
this fiseal year will be $4 billion behind what we had expected in this 
fiscal year? 

Mr. Beprorp. I really don’t know specifically what he was referring 
to. We did not discuss at my meeting at Wright Field the by- and- 
large over-all conditions of procurement. We were working on 
specific items. 

Senator Moopy. You were jus st trying to break bottlenecks ? 

Mr. Beprorp. Yes. We took a number of very specific items and 
said, “We want to know what is wrong with that item; what is the 
contractor doing; what is he going to do; what is the subcontractor or 
the sub-subcontractor doing?” and we were pursuing that course. 

Senator Moopy. I hope you will keep it up. 

If you know, what will be the production of aircraft in this fiseal 
year in dollars? 

Mr. Beprorp. No. IT don’t. 

Senator Moopy. You don’t know whether this figure is right or 
not ¢ 

Mr. Beprorp. No, I do not. 

Senator Moopy. This has been very constructive and interesting 
testimony as far as I am concerned. 

Mr. Noone. do vou have any questions / 

Mr. Noone. No, sir. 

Senator Moopy. Thank you very much, Mr. Bedford. 

The committee will st: and j In recess. 

Whereupon, at 12.05 p.m.. the subcommittee recessed to reconvene 


at 3:50 a. m..0n Wednesday ~ Mareh 19, 1952.) 
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WEDNESDAY, MARCH 19, 1952 
UNITED STATES SENATE, 
SUBCOMMITTEE ON MopBiLizATION AND PROCUREMENT 
OF THE SELECT COMMITTEE ON SMALL BUSINESS, 


, y y y 
VW AShIMGTON, oe ( 


rats : ; oe ; 
Lhe subcommittee net, pursuant to recess, at J: 40 A. M., In room 
l5., Senate Office Building. Senator Blair Moody chairman of the 


subcommittee) presiding. 


I> 1 


Lb resent: Senator Moody (chairman of the subcommittee). 

Also present : ( ‘harles M. Noone, committee counsel, 

senatol Moopy. he committee will be in order. 

Mr. Hayter and Mr. Sorensen, will you come forward, please / 

Do you ventlemen solemnly wenl youl t StMLONY before this Col 


mittee will be the truth, the whole truth. and nothing but the truth. so 
help you God ? 

Mr. Sorensen. I do. 

Mr. Hayrer. I do. 


TESTIMONY OF MILTON CECIL HAYTER AND GEORGE SORENSEN, 
UNIVERSITY OF LAWSONOMY, DES MOINES, IOWA; AND ALFRED 
LAWSON—Resumed 


Senator Moopy. Will vou give your name, Mr. Hayter, and spell it 
for the record / 

Mr. Hayrer. M-i-]-t-o-n C-e-c-1-] H-a-y-t-e-r. 

Senator Moopy. And Mr. Sorensen 2 

Mir. SorENSEN. G-e-o—just the last ? 

Senator Moopy. Yes. 

Mir. SORENSEN. S-0-r-e-N-S-e-n. 

Senator Moopy. Your name is (zeorge Sorense 

Mir. SORENSEN. That is correct. 

Senator Moopy. You ventlemen are connected 

niversity of Lawsonomy ts that correct / 

Mr. Hayrer. That is right. 

Mr. Sorensen. Yes. 

Senator Moopy. Will von, Mr. Hayter, fi 

th that university, what is vour position an 
Sih lities / 

Mr. Hayrer. At the present time Iam presid 
“nivers t\ of Lawsonomy. 

Senator Moopy. How lone lh 

Mr. Hay reER. Seven veur 
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Senator Moopy. Seven years and a half ¢ 

Mr. Hayrer. Yes. 

Senator Moopy. What did you do before that 4 

Mr. Hayrer. I worked for Ford Motor Co. at Detroit. 

Senator Moopy. Ford Motor Co. at Detroit ? 

Mr. Hayrer. That is right; 20 years and a half. 

Senator Moopy. What was your responsibility there? What did 
vou do there ¢ 

Mr. Hayver. I was in the automatic screw-machine department. 

Senator Moopy. A mechanic, are you ¢ 

Mr. Hayrer. Job setter, 

Senator Moopy. Mr. Sorensen, how long have you been with the 
university ¢ 

Mr. Sorensen. A little over 4 years. 

Senator Moopy. Where did you come from, Mr. Sorensen é 

Mr. Sorensen. I come from Waukegan. I was the operator of my 
own business. 

Senator Moopy. You ran your own business / 

Mr. SoRENSEN. Yes. 

Senator Moopy. What kind of business was it ¢ 

Mr. SorENSEN. Steel and welding business, machines. 

Senator Moopy. What kind of products did you turn out ? 

Mr. Sorensen. Well, we fabricated all kinds of steel products, more 
or less custom. Whatever they brought in. They brought in the 
blueprint of it. Steel fabrication, building construction, and mainte- 
nance of machinery and everything in the line of steel. 

Senator Moopy. So both of you men have had considerable ex- 
perience in tooling; is that correct ¢ 

Mr. SORENSEN. Yes. 

Mr. Hayrer. Yes. 

Senator Moopy. >) the way, where is Mr. Lawson this morning ; 
do you know ¢ 

Mr. Hayrer. I don’t know a thing about it, Senator. 

Mr. SorENSEN. No. 

Senator Moopy. Have you seen him since he testified here? 

Mr. SorENSEN. No. 

Mr. Noone. When did you last see him ? 

Mr. Sorensen. I can't recall. Quite some time ago. 

Mr. Hayrer. Before he left to come down to Detroit, before he left 
was the last time I saw him. 

Mr. Noone. When was that—was that about the first week in March? 

Mr. Hayrer. It must have been around that. I wouldn’t know 
exact lv, but he left for Detroit. 

Mr. Noone. When you say it has been quite a while- 

Mr. Hayrer. A short time before he reported here at Washington. 

Senator Moopy. But you have not seen him since ! 

Mr. Hayrer. No. 

Senator Moopy. How many students does your university have, 
Mr. Hayter / 

Mr. Hayrer. Approximately 20 at the present time. They go and 
come, They go and come. They are all over the United States, our 
students are. 

Senator Moopy. You say your students are all over the United 
States / 
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Mr. Hayrer. They travel back and forth, they come there a while 
and then go away to the districts throughout the States. 

Senator Moopy. What do you teach them / 

Mr. Hayrer. Mechanics, oratory. 

Senator Moopy. Mechanics and what / 

Mr. Hayrer. Oratory, management ; teach them management. 

Senator Moopy. What else ? 

Mr. Hayrer (looking at documents). 

Senator Moopy. Can't you remember what your university teaches / 

Mr. Hayrer. I want to get it all in. 

Senator Moopy. Are you consulting an envelope / 

Mr. Hayrer. Oratory. I gave youthat. Gardening. 

Senator Moopy. Gardening ¢ 

Mr. Hayvrer. Mechanics. I gave you that. 

Senator Moopy. Where do the students live / 

Mr. Hayrer. The students live on Des Moines University grounds 
and at homes on the outside, and the married couples live on the outside. 

Senator Moony. Are there any married couples there now 4 

Mr. Hayrer. Yes: there are two. 

Senator Moopy. What is the average age of your students ¢ 

Mr. Hayrer. All the way from, well, 20 to 21 in there up. 

Senator Moopy. ‘Twenty-one up / 

Mr. Hayrer. Yes. 

Senator Moopy. Up how far? 

Mr. Hayrer. As far as they want to go, Senator. 

Senator Moopy. Tlow far do they go ¢ 

Mr. Hayrer. We got some 60 years of age; around there, 65. 

Senator Moopy. You cdo? 

Mr. Hayrer. Yes. 

Senator Moopy. And vou teach them chiefly mechanics, oratory, and 
gardening: is that right ? 

Mr. Hayrer. Yes. Theology. 

Senator Moopy. What is that / 

Mr. Hayrer. Theology. That isthe one I wanted to get. 

Senator Moopy. Theology i 

Mr. Hayrer. That is right. At the present time that is what I am 
working on hard myself at the present time. 

Senator Moopy. What is that / 

Mr. Hayrer. That is what IT am working on myself—theology 
This is very hard. 

Senator Moony. I see. What are the entrance requirements for 
your university ¢ 

Mr. Hayrer. You mean fees or dues to get into the university : to 
qualify ¢ 

Senator Moopy. What are your scholastic requirements for entry 
intothe university / 

Mr. Hayrer. You got to qualify to the districts outside, in the 
States. They qualify through the districts. They have to put in so 
long a time before thev can enter the Des Moines University of 
Lawsonomy. 

Senator Meopy. District of what ? 

Mr. Hayter. Like 17 districts of Michigan has classes in Detroit. 
Different districts. 

Senator Mo py. Classes in what ? 
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Mr. Hayrer. In theology. 
Senator Moopy. In theology ¢ 
Mr. Hayrer. Yes. 
Senator Moopy. And you say your-students have to qualify from 
districts: Is that right c 
Mr. Hayrer. Yes. Or you can put it that way, ves—districts 
throughout the United States. 
Senator Moopy. Well, whose certification do you accept as qualify- 
ing a student to enter the unive VSIty ! 4 
Mr. Hayter. Well, you have the ones in ch: arge of the classes on the 
outside teaching lawsonomy to them on the outside. When they get 
a certain age—not a certain age, but a certain qualification, then 
they are eligible to come to Des Moines University of Lawsonomy. 
Sen: itor Moopy. W hi ul 1s iF uw SOnOnMLY ¢ 
Mr. Hayrer. Knowledge of life and ever ything pertaining thereto, 
Senator Moopy. When a person gets a certain amount of know ledge 
of life then they can come to the university: is that right / 
Mr. H AYTER, A certain percentage, sure. They come to finish their 
COUTSe, 
Senator Me ODY. Their Course in life / 
Mr. Hayrer. Yes. It takes 30 years to be a knowledgian, 
Senator Moopy. To be what / 
Mr. Hayrer. Thirty vears to be a knowledgian. 
Senator Moopy. A knowledgian / 
Mr. Hayrer. Yes. 
Senator Moopy. What is that / 
Mr. Hayrer. Alfred Lawson is the only knowledgian living today. 
Senator Moopy. Is he the only man who understands the secrets 
Mr. Hayrer. Well, I wouldn't say that, no. 
Senator Moopy. Well, you are the presk lent of the university and 
you teach these COUTSes, do you not ¢ Are you a knowledgian ¢ 
Mr. Hayter. I don’t teach the courses, no, 
Senator Moopy. Who does / 
Mr. Hay rER, We have men, boys, that take care ot that. I am 
overseer, and I go to the classes. I am learning. too. 
Senator Moopy. From whom are you learning / 
HH AYTER. From the tenchers of lawsonomy. t all comes from 
LWsOnomy. 
senator NI ODY. Who are the teachers ¢ 
Mr. Hayrer. Well. at the present time in charge is Oliver Rauch. 
Senator Moopy. Who? 
Mr. Hayter. Rauch. 
Senator Mor DY. How do you spell it? 
Mr. SorENSEN. R-a-u-c-h. 
Senator Moopy. R-a-u-c-h ? 
Mr. Hayrer. Yes. 
Senator Moopy. Who is Mr. Rauch? 
Mr. Hayrer. He has been with the organization a long time. I 
couk ae say exactly how many years. 
\ator Moopy. That is Oliver Wendell Rauch; is that right? 
Mr. Hay rer. Yes. 
Senator Moopy. What is his position with the university ? 
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Mr. Hayvrer. He is in the botany de ‘:partment, looks after the botany, 
flowers, and the students working i in botany. 

Senator Moony. Is he the only teacher the university has ¢ 

Mr. Hayrer. Well, at the present time Sorensen, General Sorensen 
here is one of them. 

Senator Moony. What is that ? 

Mr. Hayrer. Sorensen. George here. 

Senator Moopy. Sorensen / 

Mr. Hayrer. Yes. 

Senator Moopy. wast do you teach, Mr. Sorensen / 

Mr. SoreENSEN. I teacl 1 lawsonomy. 

Senator Moopy. Are cae a knowledgian 

Mr. SoreNsEN. No. It takes 30 years to reach that particular 
degree. 

Senator Moopy. How do you qualify to teach this course in 
lawsonomy ¢ 

Mr. SORENSEN. ¥ ou have to study the course and then prove your 
knowledge of it in order to—it is very diffic ult to have teachers at the 
present time inasmuch as this is just a pioneering — It is a new 
work. So it is practically impossible to find teachers in lawsonomy 
when it hasn't existed 30 years. We are developing ealkiats What 
we are doing, we are developing teachers and students at the same 
time. 

Senator Moopy. You have two teachers—vou and Mr. Rauch— 
that correct / 

Mr. Sorensen. That is right. 

Senator Moopy. And you are the overseer, Mr. Hayter: 
idea / 

Mr. Hayrer. IT am the president. 

Senator Moopy. | would like to ask vou, Mr. sorensenh, what your 
understanding is of the qualifications for entry im the university, 

Mr. Sorensen. They are more or less moral] quali fications, 
have to be rid of all these degr: iding habi ts—smoking 
and gambling—and have to live a good, clean life. Good, cle 
That is one of your main qualifications. 

Senator Mcopy. | see. If vou do not smoke or ci 
vou have a good chance of vetting In: isthat mght / 
~ Mr. Sorensen. Exactly. 

Senator Moopy. I see. Are there any sch 
entry in the university / 

Mi. SORENSEN. You knowledge of lawsonomy Is your qui 
That is based on morality. 

Senator Mi ODY. Mr. Hayter has testified that no one could become 

i know ledg rhah in less than 30 vears, and you have testified there are 
not any vauetiaied ans exvept Mr. Lawson—or I guess you said that, 
Mr. Hayter. 

Mr. Hayrerr. Yes. 


Senator Moopy. How CA) one quality the On the bv: ~ a) <1 ow ledge 
i . 


of lawsonomy / 
Mr. Sorensen. You study it. | have studied it for 10 years myself. 
Senator Mcopy. How do vou study it ? I think this is interesting. 
Mr. Sorensen. You study the books. read and recite from the 


books. 
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Senator Moopy. What books? 

Mr. Sorensen. Lawsonomy books. There are 50 different books 
Mr. Lawson has written. 

Senator Moopy. Mr. Lawson has written 50 books; has he ¢ 

Mr. Sorensen. Yes, 50 different books. 

Mr. Noone. Do you have a college degree, Mr. Hayter ¢ 

Mr. Hayrer. No. 

Mr. Noone. What schooling have you had ¢ 

Mi. Hayrer. I went to high school, worked on the farm. 

Senator Moopy. Whereabouts, Mr. Hayter / 

Mr. Hayter. Canada. 

Senator Moopy. In Canada ? 

Mr. Hayrer. Yes. 

Senator Moopy. Have you a college degree, Mr. Sorenson ¢ 

Mr. Sorensen. I have gone a year and a half to college, and I have 
studied 4 years, gone to this unive rsity 4 years here. In other words, 
I have 51% years college education. 

Senator Mcopy. What college did you go to before you came to this 
one ¢ 

Mr. Sorensen. I went to Compton Junior College in California. 

Senator Moopy. What is that ¢ 

Mr. SorENsEN. Compton Junior College. 

Senator Moopy. You went a year and a half there ¢ 

Mr. Sorensen. That is right. 

Senator Moopy. Where is that located / 

Mr. Sorensen. It is located in Compton, Calif. 

Senator Moony. Do you require a secondary school diploma or any 
training in ordinary scholastic subjects before one can get into Des 
Moines University of Lawsonomy, or do you simply take them if the Vv 
do not drink, gamble, or smoke? Do the *V have to have a high- sc hool 
diploma ¢ 

Mr. SoreNsEN. No; you don't have to have a high-school diploma. 

Senator Moopy. There is no general scholastic requirement for en- 
trance to the university; is that right ¢ 

Mr. Sorensen. As far as your diplomas, you don’t need one. 

Senator Moopy. So far as your formal education is concerned you 
don’t have to have any to get in; do you ¢ 

Mr. Sorensen. Well—— 

Senator Moopy. So far as your format education ¢ 

Mr. Sorensen. In other schools ¢ 

Senator Mcopy. In the ordinary sense of the word “education” as 
used ordinarily by the university. 

Mr. Sorensen. It isn’t necessary you have to have attended other 
schools: ho. 

Senator Moopy. Now the State offiei als in Lowa have not recognized 
your university as a university; have they ¢ 

Mr. Sorensen. Well, we have our documents saying it is an Iowa 
educational university. 

Senator Moopy. You have what ¢ 

Mr. Sorensen. We have our documents, our charter, that says it is 
an Towa educational university. 

Senator Moopy. You do have? 

Mr. Sorensen. Yes. 
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Senator Moopy. Who granted you the charter? 

Mr. Sorensen. Granted by the State. 

Senator Moopy. So the State of Iowa has given you a charter as 
university ¢ 

Mr. Sorensen. That is right: 

Senator Moopy. When was that charter granted ? 

Mr. Sorensen. In 1943. 

Senator Moopy. You were denied tax exemption recently on some 
count; were you not? 

Mr. SorenseN. Not that I know of; not yet. 

Senator Moopy. Locally. 

Mr. Sorensen. No. 

Mr. Noone. Aren’t you billed for taxes by the county ? 

Mr. Sorensen. Yes. 

Mr. Noonr. And Des Moines—— 

Mr. Sorensen. By Polk County, you mean / 

Mr. Noone. Yes. 

Mr. Sorensen. That is true. 

Mr. Noone. So that the county does not recognize you as an educa- 
tional institution; is that right? 

Mr. Sorensen. That could be true. 

Mr. Noonr. Does the State tax you? Do you pay State taxes? 

Mr. Sorensen. As far as any we pay, we pay to Polk County treas- 
ury. Idon’t know how they are divided myself. 

Senator Moopy. Are other universities in the State exempted from 
county taxes ‘ 

Mr. Sorensen. As far as I know they are. 

Senator Moopy. They are’ 

Mr. Sorensen. Yes. 

Senator Moopy. Have you made any protest against the fact that 
the county has not exempted your university 4 

Mr. Sorensen. We protested, ves, continuously ever since incor- 
poration. 

Senator Moopy. But you have been paying taxes for roughly 10 
vears; is that right ? 

Mr. Sorensen. That is right, under protest, yes. 

Senator Moopy. Now you are recognized by the Federal Govern 
ment as a university for tax purposes; are you / 

Mr. Sorensen. Yes. 

Senator Moopy. Where did you get that exemption / Who gave 
it. to you ¢ 

Mr. Sorengen. Primarily I believe it came from Internal Revenue 
Department. 

Senator Moopy. So the Treasury Department has granted you an 
exemption as an educational institution; is that right 

Mr. Sorensen. That is true. 

Senator Moony. Now has the State ever sent any representative to 
sit in on your classes in gardening or oratory or mechanics to judge 
the general competency of instruction there ? 

Mr. Sorensen. I couldn't recall that offhand. 

Senator Moopy. Has the Federal Government ‘ 

Mr. SORENSEN. We have had investigators there quite often both 
from the Federal—from the Federal Government. 


97630 
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Senator Moopy. Do you know who those investigators were / 

Mr. Sorensen. No, I can’t recall offhand. 

Senator Moopy. Didn’t they identify themselves, tell you whom 
they represented ? 

Mr. Sorensen. I couldn’t say who they are. I don’t know who 
they were. 

Senator Moopy. How long ago did they come, Mr. Sorensen ? 

Mr. Sorensen. I believe the last one was there about 19 about 2 
years ago. 

Senator Moopy. About 1950? 

Mr. SorENsEN. Something like that—1949 or 1950, 

Senator Moopy. Now who is the highest authority in this uni- 
versity? Mr. Hayter, who appointed you to your position ¢ 

Mr. Hayter. Well, it is run by the board of trustees. That is how 
it is run, by the board of trustees. 

Senator Moopy. Are you a member of the board of trustees? 

Mr. Hayrer. That is right. 

You are Senator Moody? I want to make sure, Senator. 

Senator Moopy. That is right. 

Mr. Hayter. I see. 

Senator Moopy. Mr. Sorensen, are you a member of the board of 
trustees ? 

Mr. Sorensen. Yes. 

Senator Moopy. Who are the other members ? 

Mr. Hayrer. Sorensen is one, myself. Clyde McClell-ahan, 

Senator Moopy. Who? 

Mr. Hayter. McClell-ahan. 

Senator Moopy. Will you spell that? 

Mr. Hayrer. M-c—C-]-e-l—spell it for them, George. I am just 
a little nervous, Senator. 

Senator Moopy. All right. 

Mr. Hayter. My first time, you know. 

Senator Moopy. All right. Can you spell Mr. McClell-ahan for 
us, Mr. Sorensen ? 

Mr. Sorensen. M-c-C-]-a-n-a-h-a-n. 

Senator Moopy. McClanahan ? 

Mr. Sorensen. Mr. McClanahan. 

Senator Moopy. I see. Who is Mr. McClanahan ? 

Mr. Hayrer. Well, he has been in the organization for, I would 
say, maybe 16 or 17 years. I am not positive, see. 

Senator Moopy. What is his position in the organization beside 
being a trustee? What does he do? 

Mr. Hayter. He is on the outside, Sen: itor, working. He is work- 
ing on the outside. 

Senator Moopy. Where does he work? 

Mr. Hayter. South Bend, Ind., I believe. 

Senator Moopy. South Bend, Ind? 

Mr, Hayter. I am not positive now. 

Senator Moony. He does not live in Des Moines? 

Mr. Hayrer. No. 

Senator Moopy. What is his connection with the university ? 

Mr. Hayrer. He is on the board. He is one of the officers of the 
organization. He is on the board. 
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Senator Moopy. I see. And do you know his address in South Bend, 
Ind. ? 

Mr. Hayter. No I don’t, Senator. 

Senator Moopy. Do the records of your university show where he 
can be reached in South Bend, Ind. ? 

Mr. Hayrer. If necessary. 

Senator Moopy. Who else is on the board / 

Mr. Hayrer. Harry Stone. 

Senator Moopy. Who is Mr. Stone? Where does he live / 

Mr. Hayrer. Racine, Wis. 

Senator Moopy. Racine, Wis. ? 

Mr. Hayrer. Yes. 

Senator Moopy. What does Mr. Stone do in Racine? 

Mr. Hayrer. I couldn't recall what his work is. 

Senator Moopy. But he does have another job / 

Mr. Hayrer. Yes, sir. 

Senator Moony. Who else is on the board ? 

Mr. Hayrer. Carl Carlson, a farmer. 

Senator Moopy. Where does he live? 

Mr. Hayter. An ofticer. 

Senator Moopy. Where does he live / 

Mr. Hayrer. In Harlan, Iowa. 

Senator Moopy. And who else / 

Mr. Hayrer. William Bertrand. 

Senator Moopy. William who? 

Mr. Hayrer. William Bertrand—B-e-r-t-r-a-n-d. 

Senator Moopy. Where is he from / 

Mr. Hayrer. He lives at Des Moines University of Lawsonomyv: 
engineer, F 

Senator Moopy. He is what / 

Mr. Hayrer. At Des Moines University of Lawsonomy, head engi 
neer. 

Senator Moopy. What does he do as head engineer ? 

Mr. Hayter. Looks after the heating system, boilers, and that. 

Senator Moopy. So he sort of doubles as a janitor and member of 
the board of trustees; is that right ? 

Mr. Hayrer. That is right. 

Senator Moopy. Who else is on the board of trustees / 

Mr. Hayter. Oliver Rauch. Did I give you that? 

Senator Moopy. You did not say he was on the board of trustees, I 
do not believe. 

Mr. Hayrer. Yes he is. 

Senator Moopy. Oliver Rauch. What does he do? 

Mr. Hayrer. He is the botanist there, one of the teachers of botany. 
I told you before. ; 

Senator Moopy. Who else is on the board ? 

Mr. Hayter. Sam Manson. 

Senator Moopy. How do you spell that? 

Mr. Hayrer. M-a-n-s-o-n. 

Senator Moopy. Where is he from? 

Mr. Hayrer. Cleveland, Ohio. 

Senator Moopy. Is he in Cleveland now or Des Moines? 

Mr. Hayrer. Cleveland, Ohio. 
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Senator Moopy. What does he do there? 

Mr. Hayter. I couldn’t say, Senator; I don’t know what he works 
at. 

Senator Moopy. Are there any other members of the board? 

Mr. Hayrer. Stanley Jablonski. 

Senator Moopy. J-a-b-l-o-n-s-k-i? 

Mr. Hayvrer. Jablonski, that is right. 

Senator Moopy. Where is he from? 

Mr. Hayrer. Des Moines. He is the musician at De Moines 
University. 

Senator Moony. He teaches music? 

Mr. Hayrer. That is right. 

Senator Moopy. Are all these people who are at Des Moines also 
students ? 

Mr. Hayrer. Yes. 

Senator Moopy. They are all students? 

Mr. Hayter. All students. 

Senator Moony. But they each teach their separate subject? 

Mr. Hayter. That is right. 

Senator Moopy. You teach theology, do you? 

Mr. Hayrer. No; I am just learning it. 

Senator Moopy. Just learning it? 

Mr. Hayrer. Just learning to be a teacher. 

Senator Moony. Who teaches theology? 

Mr. Hayrer. It comes from our books, the teachings in the books. 

Senator Moony. De you have any teacher at all in theology? 

Mr. Hayter. Well, General Sorensen here, Geor ge. 

Senator Moopy. And who teaches mechanics? 

Mr. Sorensen. I do. 

Senator Moopy. Who teaches oratory ? 

Mr. Hayrer. Who? 

Mr. Sorensen. Rauch and I. 

Senator Moopy. Mr. Sorensen and Mr. Rauch, is that right 4 

Mr. Sorensen. That is right. 

Senator Moony. And you gentlemen teach oratory, and who teaches 
gardening ¢ 

Mr. Hayrer. That goes in with botany—Rauch. 

Senator Moopy. Do you teach any mathematics at the university ? 

Mr. Hayrer. No. 

Senator Moopy. Do you teach any languages? 

Mr. Hayrer. No. 

Senator Moopy. Do you teach any history? 

Mr. H AYTER. Only law sonomy. 

Senator Moopy. Lawsonomy only ? 

Mr. Hayter. Yes. 

Senator Moopy. Do you teach any economics ? 

Mr. Hayter. That is part of lawsonomy. 

Senator Moopy. Part of lawsonomy ? 

Mr. Hayrer. Economies is a part. 

Senator Moopy. Do vou teach any English? 

Mr. Hayrer. No. 

Senator Moopy. Just oratory / 


Mr. Hayrer. Yes. 
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Mr. Sorensen. Lawsonomy covers everything. There are 47 
branches to lawsonomy which will eventu: ally be ts aught. 

Senator Moopy. Now did we complete the roll of the trustees, Mr. 
Havter? Are there any other trustees at the university? 

Mr. Hayter. There are nine on the board. 

Senator Moopy. Nine on the board ? 

Mr. Hayrer. If you got nine. 

Senator Moovy. How often does this board meet ? 

Mr. Hayrer. Approximately once a month. 

Senator Moopy. Once a month ? 

Mr. Hayter. Yes. 

Senator Moopy. Where do they meet—at Des Moines ? 

Mr. Hayter. Des Moines University of Lawsonomy. 

Senator Moopy. Do these gentlemen from Racine and Cleveland 
come to the meetings ¢ 

Mr. Hayter. When necessary. 

Senator Moony. Did they come to the last meeting ? 

Mr. Hayrer. Not the last meeting. 

Senator Moopy. Does Mr. Lawson teach anything at the university ? 

Mr. Hayrer. Mr. Lawson himself ? 

Senator Moony. Yes. 

Mr. Hayter. It is all in the literature. 

Senator Moopy. All in the literature / 

Mr. Hayrer. That is his teachings—knowledge of life and every- 
thing pertaining. It is all in there. You got to go in there and find 
it. 

Senator Moopy. He doesn’t teach a class 

Mr. Hayrer. No. 

Senator Moopy. How much time does he spend at the university 4 

Mr. Hayrer. I couldn't tell you, Senator. It is off and on. 

senator Moopy. Well, is he there half of the time ? 

Mr. Hayrer. No. 

Senator Moopy. Less than that ? 

Mr. Hayrer. Yes. 

Senator Moopy. Is he there a quarter of the time / 

Mr. Hayter. Just whenever he is able to get there, Senator. It 
might be once a month, it might be twice a month. 

Senator Moopy. When he comes how long does he stay ordinarily ? 

Mr. Hayrer. Two or three days, maybe a week. 

Senator Moopy. He just drops in and stays 2 or 3 days and sees 
how things are going and then goes on? 

Mr. Hayrer. Yes. 

Senator Moopy. What else does Mr. Law son do, Mr. Hayter, besides 
his interest in the university 4 

Mr. Hayrer. He is writing all the time, books, and Benefactor. 

Senator Moony. He is a benefactor ? 

Mr. H \YTER, He has Fot the Benefactor, looks after t hat. That is 
his job. 

Senator Moopy. What do you mean by “looks after Benefactor’’? 

Mr. H AYTER, He is the editor of Be nefactor. 

Senator Moopy. That is a publication, 1 is it? 

Mr. Hayrer. That is right. 

Senator Moopy. What does it publish? 

Mr. Hayrer. Publishes economics. 
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Senator Moony. I mean is it a newspaper, magazine, or what is 
it? 

Mr. Hayter. Newspaper. 

Senator Moopy. How often does it come out ? 

Mr. Hayrer. Maybe once a month, maybe 2 or 3 months. Just 
whenever—— 

Senator Moopy. He just occasionally publishes one; is that right? 

Mr. Hayrer. That is right. I couldn’t say. 

Senator Moopy. This is not a daily newspaper ? 

Mr. Hayrer. No. 

Senator Moopy. It is not a weekly newspaper ? 

Mr. Hayter. No. 

Senator Moopy. You couldn’t call it a monthly either, could you? 

Mr. Hayter. Well—— 

Senator Moopy. Just an intermittent publication, is that right? 

Mr. Hayrer. It comes out fast sometimes, Senator. I couldn’t say 
just exactly. I wouldn’t know. 

Senator Moopy. You don’t know ? 

Mr. Hayrer. No. 

Senator Moopy. Now you gentlemen bought some machine tools 
from the Government; is that right? 

Mr. Hayrer. Yes. 

Senator Moopy. When did you make that purchase? 

Mr. Sorensen. 1947. 

Senator Moony. 1947? 

Mr. Sorensen. Yes. 

Senator Moopy. Who made the purchase? Did Mr. Lawson make 
it or did you make it, Mr. Sorensen ? 

Mr. Sorensen. It was made by the university. 

Senator Moony. Made by the university ? 

Mr. Sorensen. That is right. 

Senator Moopy. I see. Was there a meeting of the board of trustees 
to approve this purchase ? 

Mr. Sorensen. The action of the board of trustees—they are au- 
thorized by the board of trustees. 

Senator Moopy. What is that again ? 

Mr. Sorensen. They are authorized by the board of trustees. 

Senator Moopy. What are? 

Mr. Sorensen. Any purchases are. 

Senator Moopy. Did the board of trustees authorize this purchase ? 

Mr. Sorensen. Yes, as far as I know they did. 

Senator Moony. As far as you know they did? 

Mr. Sorensen. Yes. 

Senator Moony. Is there any record of the minutes of meetings 
which indicate the board of trustees—— 

Mr. Sorensen. We have all the minutes of meetings. 

Senator Moony. Did the board of trustees authorize this purchase ? 

Mr. Sorensen. As far as I know they did: yes. 

Senator Moopy. As far as you know they did, but you can’t be 
sure they did; is that right? 

Mr. Sorensen. I am just about positive about that. 

Senator Moopy. You think they did? 

Mr. Sorensen. Yes. 
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Senator Moopy. Do you know how many trustees were present 
at the meeting when this purchase was authorized ? 

Mr. Sorensen. No; I can’t say right off-hand. 

Senator Moopy. Who recommended the purchase ? 

Mr. Sorensen. That was before I was there in 1947. I wasn’t at 
the university then. 

Senator Moopy. This was not your idea ? 

Mr. Sorensen. I wasn’t at the university at that time—1947. 

Senator Moopy. Mr. Hayter, were you at the university in 1947? 

Mr. Hayter. Yes: I was there. 

Senator Moopy. Who recommended the purchase of these tools? 

Mr. Hayrer. I couldn't say, Senator, at that time. 

Senator Moovy. You don’t know ¢ 

Mr. Hayter. I don’t recollect at that time. 

Senator Moopy. Do you recollect now / 

Mr. Hayter. Well, all I know, the board voted on it. I know that 
because I was one of the members—to purchase the machines, the 
board of trustees. 

Senator Moopy. Who made the recommendation that these tools be 
purchased ¢ 

Mr. Sorensen. If I am not mistaken, there was recommendation 
made by the Government themselves, as well as a number of officers 
that were working for the organization. 

Senator Moopy. The Government does not have authority to order 
your university to purchase tools, does it / 

Mr. Sorensen. No, merely recommend purchases 

Senator Moony. The Government did not recommend that you pur 
chase these tools, did they, or that your university purchase the tools / 

Mr. Sorensen. They recommend that we purchase the tools, 

Senator Moopy. Who in the Government made such a recom- 
mendation ? 

Mr. Sorensen. I wouldn't know who it was. 

Mr. Noone. Mr. Lawson said that you, Mr. Sorensen, knew all about 
these machine tools and you had charge of the purchase and sale ¢ 
them. You say now you were not there. 

Mr. Sorensen. I handle most of the machinery, ves. 

Mr. Noonr. You said you were not there when the machine tools 
were purchased. 

Mr. Sorensen. At the time they had the meetin 

Senator Moopy. Were you there when the tools were pr irchased / 

Mr. Sorensen. I knew about the purchase of tools, ves, seins 
that was one of the reasons I went down there—to be atianeb and 
handle the machinery. 

Senator Moopy. How did you happen to go down there? Tell us 
about it. 

Mr. Sorensen. For that specific purpose—to teach machinery a 
mechanics. I was to have a classroom as well as practical training. 

Senator Moopy. How much did they pay you? 

Mr. Sorensen. We don’t get any s alary. 

Senator Moopy. You don’t get any salary ? 

Mr. Sorensen. No. 

Senator Moopy. How do you buy your clothes ? 


yt 
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Mr. Sorensen. They buy our clothes. The university pays for that. 
They buy your clothes and food, keep and heat. Whatever you need. 
your necessary personal needs, they buy. 

Mr. Noone. Does the school ch: arge anything for tuition / 

Mr. Sorensen. No: no tuition. 

Mr. Noonr. Where does the school get its funds to operate / 

Mr. SoreNsEN. Mostly contributions. 

Senator Moopy. From whom? 

Mr. Sorensen. From various contributors through the whole 
United States that are interested in this work. 

Senator Moopy. How many different contributors did you have in 
1951 2 

Mr. Sorensen. I wouldn’t know right offhand. Sometimes it runs 
around a thousand or more. It varies. There are different numbers 
of contributors. 

Senator Moopy. Who handles the money ? 

Mr. Sorensen. I handle the money. 

Senator Moopy. You handle the money / 

Mr. Sorensen. That is right, as far as the university is concerned. 

Senator Moopy. 1 see. These machine tools were purchased for 
34,400 plus; were they not ? 

Mr. Sorensen. Beg pardon? 

Senator Moopy. The machine tools were purchased for $4,400 plus ¢ 

Mr. Sorensen. I judge it was close to $7,000 they were purchased 
for. 

Senator Moopy. $7,000 2 

Mr. Sorensen. That is right. 

Senator Moopy. Our records show that you purchased 62 machine 
tools from the War Assets Administration for $4,480.09 in June, July, 
and August 1947. Now were there any other tools purchased by the 
ui niversity or by you? 

Mr. Sorensen. | couldn't say right offhand, but I know that ma- 
chinery purchases ran as far as I can recollect—it runs close to $7,000, 

Senator Moopy. Do your records show they run $7,000 ? 

Mr. Sorensen. That is right. 

Senator Moopy. For the purchase of how many tools? 

Mr. Sorensen. I couldn’t say right offhand. I imagine there was 
close to 62 various items. 

Senator Moopy. Sixty-two items ? 

Mr. Sorensen. Yes. 

Senator Moopy. Now the net amount received by the Government, 
according to the records of the War Assets Administration, was 
$4,480.09. Do you have any theories as to where the extra $2,500 plus 
may have gone? 

Mr. Sore NSEN. I woulk 1 hi ave to look at your records, sir, to see 

Senator Moopy. Show them to him. 

\ document was handed to Mr. Sorensen.) 

Mr. Sorensen. I can’t recall. This doesn’t show enough here. It 
doesn’t show anything. 

Senator Moopy. That merely shows the list of tools sold by the War 
Assets Administration to the university. 

Did you note the figure in the lower right-hand corner—4,400 ? 

Mr. Sorensen. Four thousand four hundred. 
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Senator Moopy. And $80? 

Mr. Sorensen. Yes. 

Senator Moopy. Did you note also this same sheet shows the grand 
total acquisition cost by the Government at the earlier period to be 
$204,417 

Mr. Sorensen. I noticed that; yes. 

Senator Moopy. So that your university got these tools for five 
percent of their cost ? 

Mr. SorENSEN. Some was 40 percent. 

Senator Moopy. What is that? 

Mr. Sorensen. Some of it was 40 percent. We had one truck that 
we purchased for 40 percent, for around a little over $2,000. I believe 
that was 40 percent of the acquisition record costs. 

Mr. Noone. But the average cost to you was somewhat less than 5 
percent comparing the figures of the Government ? 

Senator Moony. $204,000. Five percent of that would be about 
$10,000, and you only paid $4,400, so you actually got these tools for 
about 214 percent, did you not ? 

Mr. Sorensen. No. The Vv had some on there where they figured out 
12 percent and then deducted 5 percent, but. it was supposedly on a 
5-percent basis. 

Senator Moopy. You say you also bought a truck ? 

Mr. Sorensen. Yes; we had a truck. 

Senator Moopy. How much did you pay for the truck ? 

Mr. Sorensen. The truck was something like $2,000. 

Senator Moopy. $2.000 ? 

Mr. Sorensen. Yes. 

Senator Moopy. The Milwaukee District Office of the War Assets 
Administration records show such sales as honing machine, precision, 
$13.11. Ithink some of the people who were trying to get these ma- 
chines now would be interested in the prices because the prices now are 
— h higher than they were at the time when these were first acquired 

by the Government, and they cost $204,000 at that time. 

Here is a drilling machine for $16.61; a Cincinnati lathe, $6.34; a 
speed lathe, $2.20; Allen drilling machine, $13.40; a Pratt & Whitney 
miller and profiler, $73.28; riveting machine for $5.56, 95 percent 
discount. 

He re is a Lees-Bradner milling machine, 95 pe reent discount, 
$200.33, and a number of other similar machines on this list. 

Sore 3 is a precision boring machine, $51.54, and a Cincinnati milling 
machine for $121.28 

What do you do with these machines? 

Mr. Sorensen. They are all high-production machinery. Most all 
of the machinery we acquired and we are using some right now; eee 
the majority of them, the biggest proportion of them, were high- 
production machinery and they are very limited in their use. 

Senator Moopy. What did you do with them ? 

Mr. Sorensen. We used them to explain .° general operation of 
the machinery. After we acquired them I realized the machinery 
Was not ret adily adapt: able to student rakniails ion. What you should 
have is tool machinery. small lathes, spee «l type millers, planers and 
shapers and radial drills. Smaller machines are more adaptable to 
student training. 
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Senator Moopy. These big machines did not prove adaptable to 
your classroom work; is that right? 

Mr. Sorensen. No; they were not really adaptable to it at all. 
They were high-production machines. They are used for high produc- 
tion in industry. 

Senator Moopy. What did you do with them ? 

Mr. Sorensen. At the time they were acquired, they were glad to 
vet rid of them; they wanted to get rid of the machinery. 

Senator Moopy. What did you 1 do with the machines? 

Mr. SorenseN. We stored them, built up a nice shop for them there, 
good shop, developed a regular machine shop, put them in shops there, 
and we used them for showing the general operation of them, teac hing 
the different machines as far as operation is concerned, That is about 

all you could do with them. 

Senator Moopy. I thought you just said you did not use them in 
the classes because they were not adaptable to classes. 

Mr. Sorensen. Not for the general operation of them. Not for the 
running of them to make small parts for educational purposes—like 

little speed lathe, or a tool-room lathe, you can make small parts, 
machine small castings, and what-not. But with high-production 
machines you can’t do that. You could tear it all down if you want. 

Senator Moopy. You did not operate all of these machines, did 
you? 

Mr. Sorensen. We operated a number of them. We did not operate 
all of them, no, because they are high-production machines. 

Senator Moony. Soa number of high-production machines you had 
just stored; is that right? 

Mr. SorenseEN. We stored and used them for showing the various 
students what they were. That is about all you could do with them. 

Senator Moopy. You just took the students in and showed them 
the machines and said, “That is what a machine is like.” Is that the 
idea ? 

Mr. Sorensen. What it is like, what it is used for, the general appli- 
cation. That is about all you could use them for. 

Senator Moopy. Do you still have some of those machines at the 
school ? 

Mr. Sorensen. We have a few left, yes. We have some. 

Senator Moopy. You do? 

Mr. Sorensen. Yes. 

Senator Moony. Are you using those? 

Mr. SorenseN. We are using some of them, yes; some of the smaller 
machines, but the larger ones—we still don’t use those. 

Senator Moopy. You still have some of the larger ones left, do 
you? 

Mr. Sorensen. Yes, we have several of them. 

(Mr. Alfred Lawson enters the room.) 

Senator Moopy. Here is Mr. Lawson. Will you take a place be- 
side Mr. Sorensen, please, Mr. Lawson ? 

Mr. Lawson. Where will I sit? Oh, here he is. I see you. All 
right. 

Senator, I am glad to see you. 

Senator Moony. Good morning. I am glad to see you, Mr. Law- 
son. I thought you were not going to come here because you are a 
little late, but that is all right. 
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Mr. Sorensen, here we have a record of two machines be muught from 
the War Assets Administration, two boring machines for $19.43 
each, a total of $38.86. The records show that the Government had 
paid $5,806 for those machines. What did you do with those ma- 
chines, do you know / , 

Mr. Sorensen. What kind of boring machines were they ? 

Senator Moopy. Stoker unit, Simplex precision model 2B, serial 
and so forth. Would this refresh your recollection? [Handing 
document to Mr. Sorensen. | 

Mr. Sorensen. Those machines were sold. 

Senator Moopy. How much did you sell them for? 

Mr. SORENSEN. | ean’t recall right off-hand what they were sold 
for. 

Senator Moony. Wel Es the subpena asked for your records, Mr. 
Sorensen. Did you not bring your records ¢ 

Mr. SoreENsEN. I havea record of it. ves. 

Senator Moopy. Will you produce it, please ? 

Mr. Sorensen. Yes | producing document from brief case |. 

There was one Heald No. 22 rotary surface grinder: boring ma- 
chine stoker unit, Simplex, two of those, and sold for 87,000, 

Senator Moony. You sold them for 87.000 ? 

Mr. Sorensen. Yes. 

Senator Moony. Together ? 

Mr. Sorensen. Ye ‘ss. We had three machines. 

Senator Moopy. Two machines or three machines / 

Mr. SorENSEN. ‘Three. A Heald No. 22 and the two stoker units. 

Senator Moopy. May [ see the record, please / 

Mr. Sorensen. Yes | handing document |. 

Senator Moopy. To whom did you sell these, Mr. Sorensen / 

Mr. SORENSEN. I believe they were sold to a fe Llow by the name of 
Barr. 

Senator Moopy. Barr? 

Mr. Sorensen. Yes. 

Senator Moopy. Who is he? 

Mr. Sorensen. He was sup yposedly he come to us as a manufac- 
turer but he is a machinery dealer as far as I know. 

Senator Moopy. How much did you net from the sale of your ma- 
chines, Mr. Sorensen 7 

Mr. Sorensen. We didn’t net anything as far as the expenditures. 
Terrific expenditures were inc uurred deve loping the machine shop and 
taking care of these and these terrific costs. 

Senator Moopy. Developing a machine shop ? 

Mr. Sorensen. We spent over—— 

Senator Moopy. Developing a machine shop? 

Mr. Sorensen. Building up a machine shop. 

Senator Moopy. I thought you said you just stored some of these 
tools and took the students in to look at them. 

Mr. Sorensen. Before any of this machine ‘ry was pure hased, the 
place they were put was just an ordinary rat hole, so to speak, and it 
was necessary to puta terrific amount of e xpense into it in order to fix 
it up so this could be used for storing machinery or putting anything 
into it. 

Senator Moopy. How much did that cost ? 
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Mr. Sorensen. I couldn't say right offhand, but our expenses for 
that in 1947 run close to $48,000, and that compared—for the food 
and maintenance of the students and the materials utilized in building 
it up, putting in new cement floors and heat 

Senator Moopy. Do you charge the costs ‘of running the university 
and the food and other expenses of students to this account; is that 

right ¢ 

Mr. Sorensen. That is true, surely. 

Senator Moopy. How much did you receive in payment to the uni- 
versity for the sale of these machine tools for which you paid roughly 
$4,450 ¢ 

Mr. Sorensen. I couldn’t say right offhand. I should judge 
would be close to $150,000. 

Senator Mcopvy. Close to $150,000 7 

Mr. Sorensen. That is correct. 

Senator Moopy. Don’t your records show, Mr. Sorensen, how much 
you received ¢ 

Mr. Sorensen. It would show on there if you added that up. 

Senator Moopy. Is this your list here | indicating | ¢ 

Mr. Sorensen. That is right. 

Senator Moopy. Now, as an example of the profits you made in 
turning this over, will you look at this, please, and tell me whether 
you sold one or both of the boring machines in this [handing docu- 
ment |. 

Mr. Sorensen. You notice two serial numbers. 

Senator Moopy. Two serial numbers, but the quantity here in the 
left-hand column is 1. 

Mr. Sorensen. That should really be 2 

Senator Moony. It should be 2? 

Mr. Sorensen. Yes. 

Senator Moopy. So that you sold these two machines, which you 
together $38.86, and a Heald grinder, serial No. 20202, which cost you 
Sd SAD o ete ; 

Mr. Sorensen. At the time these machines were purchased they 
weren't worth anything. 

Senator Moony. They cost you $92.89 and you sold those tools— 
these $92 worth of machines—for $7,000; is that right? That is 
what your records indicate. 

Mr. Sorensen. Those three machines; yes. 

Senator Moony. That was roughly a typical example of the turn- 
over that—— 

Mr. Sorensen. At the time those machines were purchased they 
weren’t worth anything. The Government was glad to get rid of 
them. They were all high-production machinery. But the fact of 
the Korean war starting is what put a demand on them. 

Senator Moony. We understand, Mr. Sorensen, that you were not 
responsible for the policy of the Government which put those machines 
on the market. T 4 it was the Government’s responsibility. 

Mr. Sorensen. They needed the space for them. That is true. 
They needed the space and were glad to get rid of them. In fact, 
they told us—sent a telegram to that effect—they wanted the space. 

Senator Moony. You were not responsible for the policy of the 
Government. That is true. However, it is a question: able statement 
that the machines were not worth anything. 
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Mr. Sorensen. At that time, high-production machines, there was 
no demand for them whatsoever. 

Senator Moopy. Of course, a good many other machines that the 
Government had at the time were put in Marietta, Ga., and in other 
places. They were put in grease and stored and now a great deal 
of military production that is being carried forward is being carried 
forward with those machines which the Government stored. 

Now, what has happened here is that the Government sold machines 
to your organization and other educational institutions all over the 
country for 5 percent of the cost and these machines are now being 
put back into production for various amounts. Obviously, you made 
a very large profit out of buying these things for 5 percent and then 
selling them for the market price when they came into demand. 

Mr. Sorensen. All the machines that were put back into operation 
were put in defense plants, practically all of them. 

Senator Moopy. That is right. 

Mr. Sorensen. Where they were badly needed machinery, mainly 
because of this Korean situation. 

Senator Moopy. They were sold by you to defense plants; is that 
right ¢ 

Mr. SorENsEN. Some of them were; yes. 

Mr. Noone. That is the point I would like to establish. Did you 
sell them directly to defense plants or did you sell them to someone 
else? 

Mr. Sorensen. Some of them were sold to defense plants; yes. 

Mr. Noone. To whom did you sell—— 

Mr. Sorensen. We do know machinery, whether sold directly t: 
defense plants or not, went into defense plants. I can give you the 
name of eae plants the Vv are In. 

Senator Moony. Let’s have some of those names. 

Mr. SORENSEN. The Gene ral Motors ¢ orp., O1 rathe ‘r the Fishe: 
Body, practically General Motors, have the 20X55, and they are using 
that for t: ank } yrodue tion at the prese nt time. 

Senator Secor. Using what ¢ 

Mr. Sorensen. 20X55, the Sundstrand lathe. 

Senator Moopy. How much did they pay you for it? 

Mr. Sorensen. I don’t reeall right offhand what that amount was 

Mr. Noone. Did they buy that directly from you / 

Mr. Sorensen. No: it wasn’t bought directly from us, but we 
it was going in there purposely for that. 

Se nator Moopy. This was sol | to a broker, was 1t? 

Mr. Sorensen. To a fellow 

Senator Moony. A dealer? 

Mr. Sorensen. A dealer; yes. But it was with the understanding 
he would put it into and he put it into the Fisher Body pl: unt. 

Senator Moopy. What wes the name of the dealer? 

Mr. SORENSEN. | believe the name was Paul. 

Senator Moopy. Paul who? 

Mr. Sorensen. Paul Machinery. 

Senator Moopy. The Paul Machinery Co. ? 

Mr. Sorensen. Yes. 

Senator Moopy. P-a-u-l? 

Mr. Sorensen. P-a-u-l; ves. 

Senator Moopy. Where was that located ? 
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Mr. Sorensen. In Detroit... 

Senator Moopy. So you sold—what item was it again? 

Mr. Sorensen. It was 20 x 55 production lathe. 

Senator Moopy. Did you ever advertise this machinery for sale? 

Mr. Sorensen. No, we never advertised the machinery for sale. In 
fact we didn’t even try to sell it. They inquired to us about the ma- 
chinery because they were badly in ne ‘ed of it. The »y were badly in 
need of the machinery. They needed it for that particular type of 
work, especially for war work, antiaircraft, aircraft manufacture, 
such as tanks, airplanes, guns, various defense items. 

Senator Moopy. I am quoting from an article in the Des Moines 
Register of March 4, 1952, by George Mills, in which he says: 

Meanwhile it was learned from other sources that a Detroit, Mich., machinery 
dealer named Schobe— 
do you know him? 

Mr. Sorensen. I don’t know him personally, but I know of his 
company. 

Senator Moopy. What company is he with? 

Mr. Scrensen. Schobe has his own company. 

Senator Moopy. He does? 

Mr. Sorensen. As far as I know. 

Senator Moopy. Do you know the name of the company ? 

Mr. Sorensen. That is the name of the company. 

Senator Moopy. What is the name of it—the Schobe Manufac- 
turing ? 

Mr. Sorensen. Schobe. 

Senator Moopy. Schobe what? 

Mr. Sorensen. I think he calls himself the Schobe Machinery Co. 

Senator Moopy. This article says: 

A Detroit machinery dealer named Schobe on August 16, 1950, sent out a sales 
circular describing the lawsonomy machinery, That circular listed 35 pieces of 
equipment. No prices were mentioned. 

Did you know about that circular? 

Mr. Sorensen. No, sir, I don’t. I don’t know anything about it. 

Senator Moopy. When did you first meet Mr. Schobe ? 

Mr. Sorensen. I don’t know whether I have ever met him. 

Mr. Noone. How would Mr. Schobe get a list of your machinery ¢ 

Mr. Scrensen. Evidently had a representative come to the univer- 
sity and look at them. They did take lists. I grant you that. 

Senator Moopy. They did? 

Mr. Sorensen. They made lists of machinery over there. 

Senator Moony. About that time in 1950, was it? 

Mr. Sorensen. Just about, yes. 

Senator Moopy. Now that machinery that they listed, was that part 
of the m: achinery you had stored because it was too complicated to 
use in classes ¢ 

Mr. Sorensen. I don’t know anything about the list. I don’t even 
know they had one. That is other than what they took, the list they 
made of our machinery which was what we had there in the fac tory. 

Senator Moopy. In the factory? 

Mr. Sorensen. Yes. 

Senator Moopy. In what factory ? 
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Mr. Sorensen. In the school. We called our—you can call it a 
factory if you want. 

Senator Moopy. Now you say you received about $150,000 for the 
sale of this machinery; is that r ight ¢ 

Mr. Sorensen. I would judge close to it. I am not exact. 

Senator Moopy. Is this the list of sales [indicating | 4 

Mr. Sorensen. That is correct. 

Senator Moopy. Now, Mr. Sorsensen, these machines that you sold, 
these two boring machines and the Heald rotary surface grinder that 
you sold for $7,000, to what extent were they used in your classroom 
work before you sold them ¢ 

Mr. SORENSEN. The “Vy were only use “< to she »w the operations of them. 
As far as high- production machiner Vv you can't- 

Senator Moopy. You mean they just stood there and—_— 

Mr. Sorensen. High production machinery is very difficult to adapt 
to student instruction, and at the time the machines were picked up 
the thing we wanted was small lathes, engine lathes. We didn’t have 
an engine lathe in the place. And the Government was glad to cet 
rid of those things and foisted these various things over on the differ 
ent buyers, and they were inexperienced, as well as the ones that bought 
them took what the *v could get. 

Senator Moovy. Did you ever turn the power on on those machines / 

Mr. Sorensen. No. Some of them were, yes. 

Senator Moopy. Some of them / 

Mr. SoreENSEN. Not all of them. 

Senator Moopy. How about these ? 

Mr. SORENSEN. No power turned on those LWO machines. 

Senator Moopy. I see. How many of the machines did you use 
purely for exhibition purposes to students that never had the power 
on the ‘mi ¢ 

Mr. Sorensen. I couldn’t judge right off-hand. 

Senator Moopy. But these machines you never turned the power 
they just stood there; is that right? 

Mr. Sorensen. That is correct. 

Senator Moopy. Did you ever cut any metal with these machines, 
Mr. Sorensen ? 

Mr. Sorensen. Some of them were used for cutting metal, ves, but 
not those particular three machines there, if that 1s what you are 
talking about. 

Senator Moopy. These three machines, as an example, were not used 
for cutting metal? 

Mr. Sorensen. That is right. 

Senator Moopy. Did you ever take them off the skids they were 
brought in on? 

Mr. Sorensen. | don’t know as those machines were taken off the 
skids or not. A great many of them were and some of them were left 
on the skids. 

Senator Moopy. Some were left on the skids? 

Mr. Sorensen. Yes. 

Senator Moopy. Others were taken off the skids / 

Mr. Sorensen. That is right. A good portion of them were taken 
off the skids. 

Senator Moopy. I see. 
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Mr. Sorensen. We have a fe 
them off the skids as it was nece 
we had Stationary, we didn't. 

Senator Moopy. We will admit to 
Sorensen, submitted by Mr. Sorensen, 
the Des Moines University of Law 
and November 22 1951 


mt, 






Ww we had to move that we didn’t take 
Ssary Co move them again. But those 










the record a statement by Mr. 
showing the machinery sales of 
sonomy between October 17, 1949, 












(The document referred to is as follows :) 







Vachinery sale 8, Des Moines Uniry rsity of Lawsonomy 






Quan- 


Date tity Description 






Amount 








Oct. 17,1949 Heald Borematic, No 47—A, serial No. 2868 
Oct. 17,1949 6 x18 Cincinnati plain cylindrical grinder, serial No. 5P1C1L-89 






$2, 200 











3, 000 
Oct. 17,1949 Heald Borem itic, No. 48-A, serial No 22604 2, 200 
Gisholt turret lathe, saddle type 1-L 18 x 50, serial No 639-10 4, 000 
Aug 1, 1950 Reo tr wtor, factory No 9634, motor No 4SC, 530421 






] 
] 
! 
July 10, 1950 1 
l 
l 
i 


lruehauf tr tiler, factory No. OM 1054 
P.& H irc welder, motor gener itor, serial No 

































Total 2, 000 
Aug. 17,1950 1 Hydro-Tel cincinnati vertical milling machine, serial No 1HIV1L-174 10, 000 
Aug. 24, 1950 1 Leland-Gifford drill press, 4 spindle, serial No 4631 2, 000 
Sept. 11, 1950 l Lathe, Gisholt 3 L, saddle type, serial No. W_495, 24 8, 000 
Feb. 15, 195] 1 Cincinnati No s milling y chine, serial No 2A3V1L-120 
l Midland lathe, #5 7 im type, single Spindle, serial No §842-50843 
1! Cincinnati milling machine 4-48 hydromatice, seri il No. 3842P1L—50 
1 | Cincinnati milling machine 3 24 hydrom itic, serial No 4B31P1L-2 
Total 22, 500 
Mar. 8, 1951 l Used #34-36 Dunk ‘ milling machine, serial No. 4B33D}1 L-2 11, 000 
June 25, 1951 1 20x 55 Fay automati: lathe, serial No 52306, #10 Sundstrand produc- 
tion lathe, serial No. 10 §23 
Model 81 Heald gri der, serial No, 1995] 
Total 23, 000 
Aug 1 Allen single spindle d ‘ill 
1 | Leland-Gifford 3-spindle drill, Serial No, 21, MS-49309 
l Seneca Falls Lo-Sw Ing automatic lathe, R 14, serial No R, 6365 
2 Fellows gear sh pers No, 712, serial Noe 22716 and 22717 
Procunier t ‘pping machine, seria] No. xéo 
i’ x 8’ plate 
1 | Pratt & Whitney Pri filer, serial No. 336 
lotal 21, 750 
Nov. 8.1951 1 Heald No, 22 rotary surface grinder, serial No, 20202 
Boring machit « Stoker 


unit, simplex precision, mo lel 2-B, seria] Nos 
D B-2B-341) DP B-2B6-340 
Total 








7, OOO 
Bakewell t sPping Machines, (R75 R76), (R77 
“Imp” lathe, serial No 25-N-952 
Model 1-18 Sundstr snd production mill, serial No, 3] 1259 


1 | 08 Cincinnati ve rtical milling machine » Serial No, 4F V-1062-105 












lotal 15, 000 
Nov. 17, 1951 I Lees- Bradner mode] 40 thread n ill, A501 
Barber-Colman HRS hob sh arpener, 259 
otal 7, 200 
Nov. 23, 1951 Model CG-19 gear grinder, serial No, 2808 





Model CT 


16 Lees-Brad ler thread nill, 
2 41 Seller took grind 


ders (03-1214 03-1325 






2 Spindle Leland-G Tord drill press 
l Surface plate 36 x 68 


lotal 












Senator Moopy. I see that you have continued to sel] machines up 


a few months ago. Are you still selling them, Mr. Sorensen ? 
Mr. Sorensen, No, we are not. 


Senator Moopy. How many 

Mr. Sorensen. I would ju 
ferent articles, 

Senator Moopy. You still have ] 

Mr. Sorensen, | judge. 
know for sure. 







machines did you retain? 
lve we had in the vicinity of 15 to 20 dif- 










5 to 202 
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I wouldn't say for sure, J don’t really 
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Senator Moopy. And this is a true record, as I understand it? 
Mr. Sorensen. That is right. 
Senator Moopy. Of the amount you received in the sales of these 

machines; is that right? 

Mr. Sorensen. As far as I know that is copied right out. 

Senator Moopy. Did you draft this? 

Mr. Sorpnsen. I had an assistant make that up right off the sales 

slips. 

Senator Moopy. What assistant ? 

Mr. Sorensen. Well, the ones that typed it. 

Senator Moopy. Who typed it ¢ 

Mr. Sorensen. | had typists there that typed it off. 
of all the machinery that was sold right to date. 

Senator Moopy. Who did you have type it, Mr. Sorensen, someon: 
in the university or did you go outside and have it typed? 

Mr. SoreNseN. No; several of them at the university. 

Senator Moony. At the university ? 

Mr. Sorensen. That is right. 

Senator Moopy. Mr. Noone is now adding the figures up here. 

Mr. Sorensen. He is going to add them up. 

Senator Moovy. You say that you sold machines for about $150,000 
is that right ¢ 

Mr. Sorensen. I should judge that would be about right. 

Senator Moopy. Where is the record of the rest of them then? This 
only shows $94,500. 

Mr. Sorensen. ‘That only shows $94,000 ? 

Senator Moopy. That is all—$94,500. 

Mr. Sorensen. On there is what was sold. 

Senator Moopy. Were these machines that did not come off of the 
skids ever used for educational purposes ¢ 

Mr. SoreNsEN. Yes, they were. 

Senator Moopvy. Will you describe in detail in what way they were 
used for educational purposes ? 

Mr. Sorensen. Some of them were actually used for operations and 
others were used to explain the general operation of them, and that 
is educational. 

Senator Moopy. Now you did hold these machines for 3 years under 
the law; is that right? 

Mr. Sorensen. About, as far as I know. 

Senator Moopy. When did vou acquire them—in 1947? 

Mr. Sorensen. 1947. 
chased after 1947. 

Senator Moopy. They were all purchased in 1947 or before ? 

Mr. Sorensen. That is right. 

Senator Moopy. Is that right? 

Mr. Sorensen. That is right. 

Senator Moopy. Mr. Noone thought that the bottom figure was the 
subtotal here in adding up, so you are right, the total sales of the ma 
chinery amounted to $154,500. 

Mr. Sorensen. I figured I was right on that. 

Senator Moopy. That is right. Now this is machinery for whic} 
the Government paid $204,417.51 and for which you paid the Gov 


97630—52 26 


It isa true cop) 


I think every machine—no machine was put 
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ernment $4,480.09, and you sold roughly 45 pieces out of 62. Is that 
right ? 

Mr. Sorensen. I imagine. 

Senator Moopy. So this amount you received does not represent 
your receipts from the entire purchase. This is merely the receipts 
from part of your purchase; is that correct ¢ 

Mr. Sorensen. That would be true; yes, sir. They were not all 
sold. 

Senator Moony. You say that these machines were purchased not 
before 1947. Were all of them purchased in 19474 

Mr. Sorensen. And before 1947. There was none purchased after 
1947 that I know of. 

Senator Moopy. When were they purchased in 1947 or before? 

Mr. Sorensen. Most of them were purchased in 1947. 

Senator Moopy. Were there any purchased before that ¢ 

Mr. Sorensen. I wouldn’t know. 

Senator Moopy. But anyway the main deal which brought you to 
Des Moines University was consummated in 1947; is that mght ? 

Mr. Sorensen. That is true; yes. 

Mr. Noone. Are you familiar with the terms of the contracts un- 
der which you acquired these machines ? 

Mr. Sorensen. No; Iam not. I don’t know anything about that. 

Mr. Noone. Was it your understanding that you were to use this 
machinery for educational purposes? 

Mr. Sorensen. This machinery was used for educational purposes. 

Mr. Noone. And that before you would acquire full title to it it had 
{co be put to educational purposes 4 

Mr. Sorensen. As far as the contract is concerned I don’t know 
anything, other than I know the machine was used for educational 
purposes. 

Mr. Noone. Did you sell this machinery without determining for 
yourself that you had a right to sell it? 

Mr. Sorensen. We had one contract that stated on there—a bill, 
it wasn’t necessarily a contract—defined educational institutions on 
there, and it had after 1 year, and then there was also a stamp on 
some of the purchase orders which stated 3 years. 

Mr. Noone. So you did have the right to sell some of the machinery 
after 1 year? 

Mr. Sorensen. That is true. 

Senator Moopy. Do you know whether you had that right in the 
case of the Heald Boromatic No. 47A, serial No. 2868, which you sold 
for $2,200 on October 17, 1949% Do you know whether you had the 

right to sell that after 1 year or after 3 years? 

Mr. Sorensen. I can't recall right offhand, but if I am not mis- 
taken the purchase order had no 3-year stamp on them. 

Senator Moopy. You mean the purchase order for that particular 
machine ? 

Mr. Sorensen. Yes. They had no 3-year stamp on them. 

Senator Moony. So that so far as you know you could have taken 
that machine and sold it immediately after buying it; is that right? 

Mr. Sorensen. No, no; after 1 year. 

Senator Moony. Well, if there was no stamp on it why would you 
be limited to 1 year? 

Mr. Sorensen. After a period of time. 
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Senator Moopy. What is that ? 

Mr. Sorensen. After a period of time had elapsed, Some of them 
had certification, had stamps on there—3 years 

Senator Moopy. Yes; I know that; but you say they did not all 
have that certification; is that right ¢ 

Mr. Sorensen. That is right. 

Senator Moopy. When you acquired this machinery, Mr. Sorensen, 
did you sign a statement which read as follows: 


The property sought is required for its— 
that is the university’s— 


own use to fill an existing need, and it will not be resold to others within 3 years 
of the date of purchase without the consent in writing of the disposing ageucy. 

Did you sign that 

Mr. Sorensen. I don’t recall signing any such statement; no. 

Senator Moopy. You were not at the university when the machinery 
was bought; is that right? 

Mr. SorENSEN. ‘That is true; yes. 

Senator Moopy. Did anybody at the university sign such a state 
ment ¢ 

Mr. Sorensen. I wouldn't know about that. 

Senator Moopy. Mr. Hayter, do you know? 

Mr. Hayver. I don’t know Senator. I never knew of anybody sign- 
ing it, myself. 

Senator Moopy. Mr. Lawson, do you know ? 

Mr. Lawson. I don't know very much about machinery. I don’t 
know anything about bookkeeping, or I don’t know anything about 
machinery. I had Mr. Sorensen come here because he is the machine 
man and he is also secretary, and so we made him secretary to look 
after these things. 

Senator Moopy. Well, he was not at your university, Mr. Lawson, at 
the time when this machinery was purchased, according to his testi- 
mony. Therefore 1 would like to know whether you or some other 
ollicer of the university signed this sté itement Which said that the 
property would not be disposed of within 3 years. 

Mr. Lawson. Well, I saw some of the contracts but they didn’t say 
anything about any penalty or anything of that sort. They said they 
were for school purposes, and that is what we bought them for. We 
bought them for school purposes, 

Senator Moopy. Did you or any officer of the university sign / 

Mr. Lawson. Did what? 

Senator Moopy. Did you or any officer of the university sign a 
statement saying you would not resell them for 3 years ¢ 

Mr. Lawson. No, no, I never. 

Senator Moopy. You did not sign such a statement ? 

Mr. Lawson. I never said we would not sell them at all. 

Senator Moopy. There is a report from this same article in the Des 
Moines Register, March 4 of this year, by Mr. George Mills that quotes 
Mr. Theodore Eslick, the Midwest Federal surplus property official, 
as he is identified here, as saying that the statement I just read into 
the record was signed by officers of the university before the equip 
ment was acquired. Is that correct ? 

Mr. Lawson. I wouldn’t know anything about that. 
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Senator Moopy. You don’t know. Do you know, Mr, Hayter, as 
president of the university # 

Mr. Hayrer. I wouldn’t want to make a statement, Senator. It 
would be on the record. 

Senator Mcovy. Why not? If you know, why not say? 

Mr. Hayrer. I don’t recall. 

Senator Mo. py. You don’t recall? 

Mr. Hayrer. Just how it is. 

Senator Moopy. Were you president of the university at that time 4 

Mr. Hayrer, No. 

Senator Moopy. Who was? 

Mr. Hayrer. That would be in 1940? 

Senator Moony. 1947. 

Mr. Hayrer. 1947. A man by the name of Mosier, 1 believe, was 
the president. 

Senator Moopy. Mosier ? 

Mr. Hayver. Yes. 

Senator Moopy. How long have you been president / 

Mr. Hayrer, Two years. 

Senator Moopy. Where is Mr. Mosier now ? 

Mr. Hayrer. He lives in one of our homes in Des Moines. 

Senator Moopy. He is still in the university # 

Mr. Hayver. He is working on the outside now. 

Senator Moopy. He is working on the outside now 4 

Mr. Hayrer. Yes. 

Senator Moopy. Mr. Sorensen, your records show three of your 
machines, two of them Heald Boromatics and one Cincinnati plain 
eylindrical grinder were sold on October 17, 1947, 

It also shows that on July 10, 1950, vou sold a Gisholt turret lathe 
for $4,000. Do you know when that machine was purchased / 

Mr. Sorensen. Before July 10, in 1947. 

Senator Moony. So that this machine was acquired before July 10, 
1947 ? 

Mr. Sorensen. That is right. 

Senator Moopy. So that you would have had authority to sell it at 
that time: is that right ? 

Mr. Sorensen. That is right; ves. 

Senator Moony. How many people are there in your mechanics 
class ? 

Mr. Sorensen. At the present time we don’t have very large classes, 
but there are times we had as high as a hundred students. They 
come and go, 

Senator Moony. I see. 

Mr. SoreENsEN. Sometimes it goes down to 20 and then other times 
it goes up to a hundred. Sometimes they are there 2 weeks, 2 years. 
They come for different periods. They come and go continuously. 

Senator Moopy. Do they come without educational qualification ? 

Mr. Sorensen. They need educational qualifications. 

Senator Moopy. Do you mind stating again for the record what 
those are ? 

Mr. Sorensen. So far as university diploma, that isn’t necessary. 
Attendance at other schools is not necessary. 

Senator Moopr. You don’t have to have a high-school diploma, for 


exiunple / 
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Mr. SorENsEN. That is true: They don’t have to attend 
se hools. But as far as being educated; yes. 

Senator Moopy. Where would the “y acquire this education you are 
speaking of? 

Mr. Sorensen. Through the study of Lawsonomy. 

Senator Moopy. Whereabouts ? 

Mr. Sorensen. In the various districts of the United States, all 
over the United States, the various States and 
classes are held. 

Senator Moopy. How many classes are held in the various parts? 

Mr. Sorensen. LT wouldn’t know right offhand. They study law- 
sonomy all over the United States. 

Senator Moopy. Do you have any women or girl students? 

Mr. Sorensen. Not at the present time. We have cooks, laun 
clresses, the ones that take care of the laundry, who are students: yes. 

Senator Moopy. Are they students / 

Mr. SORENSEN. They are considered students: yes, by all means. 

Senator Moopvy. Do you include them ¢ 

Mr. Sorensen. Everyone in the university is a student. 

Senator Moopy. So you consider the engineer who takes care of the 
boiler and so forth and the cooks and laundresses all part of your 20 
students in the university; is that right ? 

Mr. Sorensen. They are students; yes. 

Senator Moopy. How many students do you have outside the 
people that actually work there or do all the students work ¢ 

Mr. SORENSEN. As far as the students of lawsonomy, they extend 
all over the United States. 

Senator Moopy. I mean in the university. 

Mr. SoreNSEN. There are about 20 students there now. 

Senator Moopy. Twenty students altogether / 

Mr. SorRENSEN. Close to that: yes. 

Senator Moopy. That includes the cooks and = lai 
janitor ¢ 

Mr. Sorensen. Everyone in the university. 

Senator Moopy. Everyone present in the university ‘ 

Mr. Sorensen. That is right. They take part in maintenance and 
operations of the university, pay as far as tuition is concer ee Take 
agi in management of the university. That is part of their training 
to become managers. 

Senator Moopy. And for that they are paid from university fui 

Mr. SORENSEN. No pay, nobody gets any s alar V. 

Senator Moopy. But their living expenses a ‘e paid ¢ 

Mr. SORENSEN. Zz heir clothing is eiehieet an them or their food 

taken care of. 

Senator Moopy. |] hey have rent free ¢ 

Mr. Sorensen. That is true. 

Senator Moopy. And food Is purchased for them and thei clothin oy 

purchased for them ¢ 

Mr. SORENSEN. All of their n ieeds are taken care of by the university. 

Senator Moopy. Now where do you get the funds to pay To thei 
ving expenses ¢ 

Mr. Sorensen. Through contributions. 

Senator Moopy. Obviously you made a considerable profit on the 
machine-tool deal, did you not ¢ 
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cities wherever 
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Mr. Sorensen. There was a terrific expense to maintain the uni- 
versity, to maintain the students. 

Senator Moopy. But whether you used the profit for the purpose 
of maintaining the university and the students or for some other 
purpose, you did make a considerable profit, did you not? 

Mr. Sorensen. There was a terrific expense to take care of the 
university and all of your expenses— 

Senator Moopy. I understand. 

Mr. Sorensen. And we had $48,000 of expense in 1947, and the 
year previous, 1946, we spent close to $37,000. And previous to that 
vear, the vear before that, we spent about $37,000. Our average 
expenses in a year are close to $37,000, 

Senator Moopy. I see. 

Mr. Sorensen. To build up that university and to maintain the 
students 

Senator Moopy. To build it up. How long has it been in operation / 

Mr. Sorensen. Since 1943. 

Senator Moopy. You have been going for 10 years and you built 
up to 20 students. ‘That could not be too expensive. 

Mr. Sorensen. I say at times we had as high as a hundred students. 

Senator Moopy. I see. 

You have been selling these machines from time to time, beginning 
October 17, 1949, and up until November 23, 1951, a few months ago. 

Mr. Sorensen. Yes. 

Senator Moopy. And your net gross income from the sale of these 
machines, according to your statement, is $154,500, and you still 
have some machines, and you paid only $4,480.09 for the machines. 
Would it be an exaggeration to say that the principal part of the 
cost of your university and your living came from the income from 
this deal on the machines ? 

Mr. Sorensen. Will you repeat that ? 

Senator Moopy. Would it be accurate to say that a principal part 
of the cost of running your university and paying for the living 
expenses of the students and officers of the university came from the 
sale of these machines? Is that right ? 

Mr. Sorensen. Part of it was, yes, for maintaining the oper ation 
of the university, as well as the various persons who were going to 
school there. 

Senator Moopy. According to your statement here—— 

Mr. Sorensen. We paid over $58,000 in taxes alone, illegal taxes. 

Senator Moony. What is that ? 

Mr. Sorensen. I say we paid over $58,000 in taxes to date, property 
taxes. 

Senator Moopy. You say illegal taxes? 

Mr. Sorensen. Polk County; yes. 

Senator Moony. Is that what you said ? 

Mr. Sorensen. That is right. 

Senator Moopy. Did you use some of this money to pay Polk County 
taxes? 

Mr. Sorensen. That is true. 

Senator Moony. How much of it ? 

Mr. Sorensen. I couldn’t say right off-hand, but I know our taxes, 
I believe, were around $13,000. 

Senator Moopy. $13,000. You said $58,000. What is that? 
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Mr. Sorensen. That includes the taxes we paid, see. When we 
first started out we had about $2,000 taxes to pay, and then they 
went up to three, four, five, six, until they went up to about $13,000 
tor taxes. 

Senator Moopy. What is the $58,000 figure you mentioned ¢ 

Mr. Sorensen. That includes the whole thing from 1943 up to the 
present date, all taxes we paid. 

Senator Moopy. Since you purchased these machines you have paid 
«bout $13,000 in Polk County taxes; is that right? Is that what you 
said ¢ 

Mr. Sorensen. We paid more than that. I should judge we paid 
close to about $25,000 in taxes. 

Senator Moopy. $25,000. 

Mr. Sorensen. Yes. 

Senator Moopy. And did you pay that out of this income from thi 
machine tools from the Government ¢ 

Mr. Sorensen. It was paid from whatever funds were in the 
university. 

Senator Moopy. What is the bank balance of the university now, 
roughly ¢ 

Mr. Sorensen. I should judge about 828,000, I vot an estimated 
expenditure here for 1952 

Our taxes will be $13,000. Our insurance will be about $1,700 
Our utilities will run close to $3,500; food supphes around $5,001 
operations and maintenance, $55,000; for a total of estimated expend} 
tures that would come close to $58,000. 

Senator Moopy. $58,000 7 

Mr. Sorensen. For 1952 

Senator Moopy. Did you get them, Mr. Reporter? 

(The reporter answered in the aflirmative. ) 

Senator Moopy. Since you obtained $154,500 from the sale of these 
machines and you paid the Government only $4,480 for them, your 
profit from the sale of these machines was a little over $150,000, was 
it not ? 

Mr. Sorensen. There was terrific expense— 

Senator Moopy. Never mind that. 

Mr. Sorensen. And as far as the machines being shipped and th 
maintenance and the building, taking care of the building, all the 
workers. 

Senator Moopy. Let’s put it this way: Your gross profit from tl: 
sale of machines, regardless of expense, was more than $150,000; is that 
right ? 

Mr. Sorensen. Whatever was taken in is listed on that paper there. 

Senator Moony. That is right. That is what is listed. That means 
your gross profit was more than $150,000. 

Mr. Sorensen. What was taken in was listed on that paper there. 

Senator Moopy. That is right. 

Now can you give us an itemized expense sheet showing the expens 
which were connected with the shipment and storing of these 
machines ? 

Mr. Sorensen. Our expenses run close to $48,000 in 1947. 

Senator Moopy. $48,000. Was that for the care of machines alone 
or was that including the cost of university expenses ¢ 
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Mr. Sorensen. That is the whole university expenses including the 
food costs and the personal supplies, whatever they need for per- 
sonnel needs. 

Senator Moony. But you have just said that the university expenses 
for this year would be $58,000. 

Mr. SorENSEN. $58,000: ves 

Senator Moopy. That doesn’t indicate that the machines cost you 
very much; does it? 

Mr. Sorensen. I don’t know what you mean by that. 

Senator Moopy. Cost you very much to store and care for the 
machines. 

Mr. SoreNseEN. You have storage there. I don’t know just what it 
would run if you figured the storage costs, but if you were to take 
one of the warehouses where they were taken and figure up the square- 
foot storage the cost would be pretty high. 

Senator Moony. But you wouldn't charge yourself storage costs; 
would vou ¢ 

Mr. Sorensen. Nevertheless, that is the way you have to figure cost. 
Wherever that space is made available, where that machinery was 
taken out, that was valuable space, and the Government was glad to 
get that space. They sent us telegrams to that effect. 

Senator Moopy. I thought you said a few minutes ago it was just a 
rat hole you had to fix up. 

Mr. Sorensen. That is true: The university was; yes. It was to 
be nae: 

Senator Moopy. Did the Government send you telegrams asking 
you to ts ake this machinery ? 

Mr. SoReENSEN. They told us to get it out. 

Senator Moopy. To what ? 

Mr. Sorensen. To get it out as quickly as we possibly could. 

Senator Moopy. After you bought it, is that right ? 

Mr. Sorensen. That is right. They needed the space. 

Senator Moopy. Before you bought it, whose idea was it to buy 
these machines ? 

Mr. Sorensen. The university’s idea. 

Senator Moopy. Well now—— 

Mr. SorENSEN. Part of the program. 

Senator Moopy. Part of the program. Who laid out the program $ 

Mr. Sorensen. Edueational. The university. 

Senator Moopy. Who made the suggestion that these machines—— 

Mr. Sorensen. We have students all over the United States; and 
they can, if they wish, make suggestions as far as the operation of the 
university. 

Senator Moopy. Who made the suggestion on the machinery ¢ 

Mr. Sorensen. I can’t recall offhand. 

Senator Moopy. You don’t know ¢ 

Mr. Sorensen. I can’t recall offhand. 

Senator Moony. Mr. Hayter, do you know ¢ 

Mr. Hayter. I have nothing to do with the machinery, Senator. 

Senator Moopy. Mr. Lawson, do you know ¢ 

Mr. Lawson. I think it was the general talk among the students. 
How it simmered down to any particular one, I don’t know. 

Senator Moopy. It was just a spontaneous idea that all the students 
had that you ought to buy these machine tools / 
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Mr. Lawson. It was generally advertised that the Government 
wanted to give and get rid of the machinery at 5 cents on the dollar. 

Senator Moopy. And that looked like a good deal; is that it/ 

Mr. Lawson. I should say it was a very good deal. 

Senator Moopy. I should say it was. 

Mr. Lawson. But now I don’t think it is a ver y good deal. 

Senator Moopy. You don’t think it was a good deal / 

Mr. Lawson. I think it is a horrible deal. Ten years of my life 
has been added to it since you cad me to come down here, and the news 
papers writing me up as though I had something to do with it when 
l am merely the donor of the university. 

Senator Moopy. Didn't you have anything to do with it / 

Mr. Lawson. Well, I go around there and see that the officers 1 put 
in charge of the place are doing what is right; I go there about once 
a month or something like that, sometimes once every 2 or 3 weeks. 
Why? I want to watch and see that these boys I put in there as trus 
tees are doing what is right. And I go around and ask the different 
boys that have charge of things, like the machinist—and here is the 
man that looks after the books. He gives me a statement every time I 
goaround. I look over the statement and it looks all right, and so that 
is all I think about. 

I think these boys are honest. I wish you had in the Government 
as honest people as we have out at that university, Senator. 

Senator Moopy. Well, if they could handle their finances as well, we 
wouldn't have any deficit. I will say that. 

Mr. Noone. Were you teaching any courses in mechanics or ma 
chinery at the time you purchased these machines, Mr. Lawson / 

Mr. Lawson. Were we what ? 

Mr. Noonr. Was the university teaching any courses in mechanics 
or machinery when these machine tools were purchased ? 

Mr. Lawson. Well, we were teaching a variety of things. I just 
don't recall what they were. I left that up to the people t that were 
running the university. My job was simply to vo a see that they 
were doing according to what the university was given to them to 
operate. 

Senator Moopy. Now, Mr. Lawson—— 

Mr. Lawson. I found they were all right. I never found tl! 
wrong once in all those vears. 

Senator Moopy. Mr. Lawson. we find here that the Gaovernment 
sold machines to vour university for $4480 which vou sold 
$154,000. 

Mr. Lawson. They were selling them to all colleges for the s: 
amount. 

Senator Moony. That is right. 

Mr. Lawson. Then, why do you complain about our colleze when 
thev were selling them to every college in the United States at 
the same amount ? 

Senator Moony. We are trying to find out whether these machines 
were used for educational purposes or not. 

Mr. Lawson. That is all right. I am glad you are. I am glad to 
know what is the cause of all this trouble. Every college in ~ 
United States got them at the same price as our college. Now, w hy 
pick out our college? That is what I am trying to wonder. 
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Senator Moopy. Have all the colleges sold their machines the way 
you have? 

Mr. Lawson. You heard from some of the men that sold machinery, 
and didn’t they say that? 

Mr. Sorensen. A good many of them. A good many of them in 
Michigan alone sold machinery ? 

Senator Moony. Isthatso? Can you give us some specific examples, 
Mr. Sorensen ? 

Mr. Sorensen. The University of Michigan sold machinery to F. P. 
Miller & Co., of Jackson, Mich., and others. 

Senator Moopy. How much did they sell it for? 

Mr. Sorensen. I wouldn’t know. 

Senator Moopy. How did you know they sold it? 

Mr. Sorensen. We have these records here that have been checked. 

Senator Moopy. What is that ? 

Mr. Sorensen. We have records of what were sold. They were 
checked. 

Senator Moopy. How would you have the records of the University 
of Michigan ? 

Mr. Sorensen. They were given to me. 

Senator Moony. By whom? 

Mr. Sorensen. Right offhand I can’t recall. 

Senator Moony. Well, how do you know they are correct ? 

Mr. Sorensen. They would have to be checked. I really don’t 
know. You would have to go down there and check with the Univer- 
sity of Michigan. 

Mr. Lawson. Wouldn't it be a good—— 

Senator Moopy. Just a minute, Mr. Lawson. 

Mr. Lawson (continuing). Idea to check on the University of 
Michigan ? 

Senator Moopy. Wouldn’t it be a good idea for you to check your 
statements before you put them in the record, Mr, Sorensen ? 

Mr. Sorensen. [ am just making this known, and you can go to 
the university. That will have to be checked and verified by the uni- 
versity itself. 

Senator Moopy. Will you give the source of your information, 
please ? 

Mr. Sorensen. I can’t recall right now just where it came from. 
Nevertheless, if you want to verify, you would have to go to the 
iniversity. That would be the best way to get the verification of it. 
\s far as myself verifying it, I can’t do it. 

Senator Moopy. Do you have a list of m: ichinery that you say has 
been sold by other colleges; is that right? 

Mr. Sorensen. No: I don’t havea list of machinery. 

Senator Moopy. What do you have there? 

Mr. Sorensen. I just have the University of Michigan sold ma- 
( hinery to F. P. Miller, Jackson, Mich., and others. 

Mr. Noone. The fact that the University of Michigan sold the ma- 
chinery would not in and of itself give you the right to sell it, Mr. 
Sorensen, 

Mr. Sorensen. We are just bringing out the fact that a number 
of other schools have sold it, like Ohio State University, Wilbur 
Wright Trade School. Cass Technical High School, Lawrence Insti 
tute of Technology, Highland Park Hich School. Fordsell High 
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School, Deer Park High School, Lockland High School, Bay City 
High School, Pontiac High School, Georgia Tech, and a number of 
others. 

Mr. Noone. There were two conditions you were required to meet 
before you could sell the machinery. No. 1, you were supposed to 
use the machinery for educational purposes es then hold it for the 
period stated in the contract before you sold it. 

You have stated you are not sure yourself of the terms of the con 
tract on these various machine tools, so that you did not in fact know 
whether or not you had a right to sell them in the first place. 

Mr. Sorensen. The machines were used for educational purposes. 
They were explained. Some of them are used right today. 

Mr. Noone. In addition, you stated that some of these machine tools 
were left on their skids; the power was not turned on. 

Mr. Sorensen. Some of those were left on skids because it was still 
necessary to move around, and others were taken off the skids because 
they were stationary. 

Mr. Noone. But did you sell some of the machinery that was never 
taken off the skids and never turned on? 

Mr. Sorensen. I believe some was sold still on skids; ves. 

Mr. Noone. Mr. Chairman, I think we should ask Mr. Sorensen 
to furnish a statement to the committee showing just what he did with 
each of the machine tools he acquired from the Government. We 
would like to know when you acquired it, the amount you paid for it, 
what you did with the machinery at the University of Lawsonomy 
did you actually turn on the power; did you cut metal with it? An d 
on each of the machine tools we would like to know whether you sold 
the machine tool, to whom vou sold it, and the amount you received 
in exchange for the machine tools. 

Senator Moopy. That will be so ordered. Wiil you furnish that 
for the committee, Mr. Sorenson? You can do that in writing. Of 
course, I assume you cannot do it this morning. 

Mr. Sorensen. I can’t very well. 

Senator Moopy. But we think we should have this record because 
Mr. Lawson has inquired why we have an interest in these machine 
tools—because we have the same interest that some of the other units 
of Government have in the nature of the institution which is to 
qualify as an educational institution. The institution must have 
actually used these machines for educational purposes in order to 
have h: id the right to sell them. 

Now, you have been operating your university apparently 

Mr. Sorensen. What would you compare as far as the teaching 
of lawsonomy? You have no comparison. It is a new university. 
It is a new thing. The teaching of lawsonomy is like a baby being 
born: You have no qualifications to compare it to. A new-born baby, 
you can't say what he is like. You don’t know what he is like until 
after he is grown up. His characteristics won't reflect right av 
Ife has to have a chance to grow up and prove to the world what 
IS able to do. 

What are Vou going to compare lawsonomyv tof The re is] othi , 
There has never been anything. were will be, though. We are just 
pioneers in this work. It is the greatest mor: al te: ching there ever 
was, ever will be. Yon have to give it a chance to prove tself, an 
you men will be responsible for that. 
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Senator Moopy. Let me ask you this: How do you define law- 
sonomy ¢ 

Mr. Sorensen. Knowledge of life and everything pertaining 
thereto. 

Senator Moopy. That is sufficiently all-inclusive to include machine 
tools ? 

Mr. Sorensen. That includes everything—heredity, radio, the- 
ology, mechanics, metaphysics, everything. 

Senator Moopy. Gardening ? 

Mr. Sorenson. Botany, whatever you want to call it. It has 47 
different branches. Economics. It includes everything you can pos- 
sibly think of that deals with human life. 

You can’t study all those things at one time any more than a baby 

can go out and shovel coal. They have to have a chance grow up 
and prove themselves and develop into whatever they were born for. 
Whatever God had them born for is what eventually they will do. 
but the people here now have to guard and protect them until they 
are full grown. 

Senator Moopy. Now you have financed your operation of this uni- 
versity substantially from the profits of these machine tools, have you 
not, in the last 3 years ? 

Mr. Sorensen. Last 3 years. A good part of the expenses since 1950, 
operating the university, were derived from the sale of machinery. 
That is true. 

Senator Moopy. And you have how much left in the bank ¢ 

Mr. Sorensen. We have $28,000. 

Senator Moopy. $28,000 ? 

Mr. Sorensen. Approximately. 

Senator Moony. Is that from sale of these machine tools 4 

Mr. Sorensen. That is what we have in the bank wherever it is 
from. 

Senator Moopy. How much other income did you have in 1951 
besides the sale of machine tools ? 

Mr. Sorensen. | couldn’t say offhand. Right offhand I couldn't 
say. 

Senator Moopy. Roughly how much was it! Don’t you know? 
You are the secretary-treasurer of the university, are you not 

Mr. Sorensen. I wouldn’t even know roughly. 

Senator Moopy. Did you have any income outside of the sale of 
machine tools ? 

Mr. Sorensen. We had some. I grant you it was small. 

Senator Moopy. How much—a hundred dollars? 

Mr. Sorensen. I believe it was more than that. 

Senator Moopy. Was it as much as a thousand dollars ¢ 

Mr. Sorensen. Well, I don’t think it was over a thousand dollars, 
although I wouldn’t know. It may be more. 

Senator Moopy. Mr. Sorensen, are you the responsible 

Mr. Sorensen. That is right. 

Senator Moopy (continuing). Secretary-treasurer of the organiza- 
tion who would know, if anybody would know, is that correct ¢ 

Mr. Sorensen. That is correct ; yes. 

Senator Moopy. And the income of the university was less than a 
thousand dollars, or was not over a thousand dollars, you indicated, 
in 1951 4 
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Mr. Sorensen. Well, I wouldn’t exactly say what it was. I know 
it wasn't any greatamount. That is true. 

_ Senator Moopy. How much was the cost of operating the univer- 
sity In 1951 ¢ 

Mr. Sorensen. In 1951 I should judge we spent close to around 
$90,000. 

Senator Moopy. $90,000 ? 

Mr. SoreNsEN. Yes. 

Senator Moopy. What did you spend it for / 

Mr. Sorensen. For the operation of the university and the pro- 
grams for developing lawsonomy. 

Senator Moopy. How does it h: appen that you spent $90,000 in 1951 
and you are going to spend $58,000 in 1952 ? 

Mr. Sorensen. We have increased our expenditures. 

Senator Moopy. That isa drop, that is a decrease ? 

Mr. Sorensen. A decrease / 

Senator Moopy. You have increased your expenditures to $90,000 
from around, I believe you said a while ago, $38,000 before that. 

Mr. SoreENSEN. $48,000 in 1947. 

Senator Moopy. $48,000 ¢ 

Mr. Sorensen. Yes; about $48,000. 

Senator Moopy. And then they were $90,000 in 1951 ? 

Mr. Sorensen. Something like that. 

Senator Moopy. And you expect they will be how much in 1952 ¢ 

Mr. Sorensen. Expect they will be close to $58,000—858,200. That 
is a rough estimate. 

Senator Moopy. What was the difference between the $90,000 you 
spent in 1951 and the $58,000 you spent in 19527 

Mr. Sorensen. What was the difference / 

Senator Moopy. Yes. What are you not going to spend this year 
that you did spend Jast year ? 

Mr. Sorensen. Well, there is a secon toa that we may spend 
$90,000, In fact we might spend a hundred and fifty thousand or 
more, 

Senator Moopy. Can you give the committee an account—— 

Mr. Sorensen. This is just an estimate, you understand. 

Senator Moopy. All right. Can you give the committee an account 
of this $90,000 you spent last year ¢ 

Mr. SoreNseEN. Yes. 

Senator lace, And all except a thousand dollars or less of this 
$90,000 came from the sale of machine tools; is that right / 

Mr. Sorensen. I wouldn’t just exactly say how much of it came 
from any other souree. I don’t know exactly. 

Senator Moopy. Did you have any other source of income at all / 

Mr. Sorenson. We had contributions; yes. 

Senator Moopy. But they amounted to less than a thousand dollars: 
= that right? 

Mr. Sorensen. I can’t say just exactly what they amounted to. 

Senator Moopy. Now remember you are under oath, Mr. Sorensen, 
ind a few minutes ago you testified that they might be more than a 
tundred dollars and probably wouldn't be more than a thousand 
dollars. did you not ¢ 

Mr. SORENSEN. Probably. 
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Senator Moopy. Well, will you submit your records to the com- 
mittee as to how much they were ?¢ 

Mr. Sorensen. As to how much what ¢ 

Senator Moopy. Do you have records of how much your contribu- 
tions were in 19512 

Mr. Sorensen. I would have to check it through. 

Senator Moopy. You could do that and you could submit that to the 
committee; is that right? 

Mr. Sorensen. I could let you know exactly what it was. It would 
be the difference between what we got for the machinery and what the 
actual income was. 

Senator Moopy. I see. 

Mr. Sorensen. Whatever the university received, whatever cash 
they received and whatever received from the machinery, the differ- 
ence would be the other. 

Senator Moopy. So the major source of your income from 1951 for 
the operation of the university, which includes all of the living ex- 
penses of all of the people connected with the university that are 
there in Des Moines, came from the sale of these previously Govern- 
ment-owned machine tools; is that right? 

Mr. SoreNsEN. Most of it came from the machinery. 

Senator Moony. Now you have in the bank $ 8,000, did you say? 

Mr. Sorensen. About $28,000. We may have a viittle less than that, 
but I mean it is close to that. That is close enough. 

Senator Moopy. And most of that money came from the proceeds 
of this Government machine-tool deal 4 

Mr. Sorensen. A good part of it; yes. 

Senator Moopy. Now will you particularly submit to the com- 
mittee list of your expenses in the last year showing where that 
$90,000 went? We are very much inte ‘ested to know why it was that 
the outgo of money from the Treasury of the university became so 
much greater in 1951 than it was before. 

Mr. Sorensen. I can give you every dollar of that. 

Senator Moopy. All right. 

Mr. Sorensen. Every nickel, every penny, I should say. Make it 
penny. 

Senator Moony. O. K. 

Mr. Noone. Mr. Sorensen, you stated that of the tools you originally 
purchased from the Government you still have between 15 and 20 at 
the university ? 

Mr. Sorensen. About that many. I haven't counted them. I 
wouldn’t say for sure. 

Mr. Noone. What are those machine tools being used for right now ? 

Mr. SorENsEN. Some of them were used in the shop in maintenance 
work. 

Mr. Noone. Are some of them still on the original skids? 

Mr. Sorensen. I think most of the ones left are off of the skids. 

Mr. Noone. Are some of them not being used either in the shop or 
for educational purposes 

Mr. Sorensen. There is some of them that we haven’t used lately ; 
ho. 

Senator Moopy. Do you plan to sell those, Mr. Sorensen ? 

Mr. Sorensen. I was in hopes that we didn’t, but then—— 
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Senator Moopy. You may have to finance your university through 
the year, may you not? 

Mr. Sorensen. If they are needed in defense, vitally necessary for 
the protection of the country, I certainly would hope we would give 
that consideration. 

Mr. Noone. Have you had any offers to purchase those machine 
tools? 

Mr. Sorensen. We never accept any as far as the balance of ma- 
chines. 

Mr. Noone. Have you had any offers to purchase them / 

Mr. Sorensen. No, that I recall. 

Senator Moopy. So, so far as the tools you have now go, there is 
no immediate demand for those tools, so far as you know 7 

Mr. Sorensen. I should judge there would probably be demand 
for them. I really wouldn’t know. 

Senator Moopy. No offers have been made to you, Mr. Sorensen / 

Mr. Sorensen. We haven’t done anything with it since I think it 
was November, the last time. 

Senator Moopy. How did you make this last sale in November ¢ 
Did you seek out the buyer or did he come to you that specific time, 
the final sale November 23? 

Mr. Sorensen. They came to us. 

Senator Moopy. They did? 

Mr. SoreNsEN. Yes. 

Senator Moopy. To whom did you sell those tools? 

Mr. Sorensen. Would you give me the name of it, so I will know : 
Senator Moopy. You made four different sales of four batches i 
November 1951. You sold one batch of tools, the one I me aaa a 
while ago, the two boring machines and the Heald rotary surface 
grinder “for $7,000. On the same day you sold another batch. To 

whom did you make that sale? You said a man named what ? 

Mr. Sorensen. Barr. 

Senator Moopy. B-a-r-r? 

Mr. Sorensen. b-a-r-r. 

Senator Moopy. Who is Mr. Barr? 

Mr. Sorensen. Well, at first when I met him he represented him 
self as a manufacturer and he was going to manufacture parts for, 
I believe it was, Kelvinator in Kenosha. 

Senator Moopy. He is from Rockford, Ill. 

Mr. Sorensen. He is from Chicago. 

Senator Moopy. On the same day, November 8, you sold three 
Bakewell tapping machines, one Imp lathe, a benaa prod c 
tion mill, a Cincinnati verticle milling machine, those six items, for 
$15,000. 

On November 17 you sold a Lees-Bradner model 40 thread mill and 
a Barber-Colman hob sharpener for $7,200. 

On November 23 you sold a gear grinder, a Lees-Bradner thread 
mill, two Sellers tool grinders, a two- spindle Leland-Gifford drill 
press, and one surface pl: ite for $13,650. 

Now, did you go out to sell those things or did they come to you 

Mr. Sorensen. They come to us. 

Senator Moopy. Did this fellow Barr buy them all? Were all those 
sales ¥: ade to Barr? 

Mr. Sorensen. No. 
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Senator Moopy. To whom was the second sale made—in Rockford ¢ 

Mr. Sorensen. I believe it was made to some fellow in Rockford. 
I can’t think of his name right now. 

Senator Moopy. Would that be Joseph Behr—B-e-h-r? 

Mr. Sorensen. Behr? 

Senator Moopy. Behr & Sons in Rockford, Il. 

Mr. Sorensen. Yes. 

Senator Moopy. You made the sale apparently to Joseph Belir, ac- 
cording to our records, on November 17, of the thread mill and the hob 
sharpener that I read a few minutes ago. 

Mr. Sorensen. I think there were three machines there. 

Senator Moopy. Did you also make these sales on November 8 to 
Joseph Behr & Sons of Rockford, Il. ? 

Mr. Sorensen. What machine was that? 

Senator Moopy. That was the Bakewell tapping machines, the 
“Imp” lathe. 

Mr. Sorensen. No, Joseph Behr didn’t buy those. 

Senator Moopy, Who bought them? 

Mr. Sorensen. I believe it was Banner Co. 

Senator Moopy. B-a-n-n-e-r? 

Mr. Sorensen. Yes, Banner—B-a-n-n-e-r. 

Senator Moopy. From where? 

Mr. Sorensen. From Detroit, Mich. 

Senator Moopy. From Detroit ? 

Mr. Sorensen. Yes, sir. 

Senator Moopy. And they bought those six machines for $15,000 ? 

Mr. Sorensen. And those machines are all in defense. I think 
practically every one is in defense. I know that the precision tapping 
machines—I watched those and I know where they went. They went 
into precision work, production in aircraft manufacturing. 

Senator Moopy. And this final deal on November 23, to whom were 
those machines sold ¢ 

Mr. Sorensen. On November 23. What is the machine? 

Senator Moopy. The gear grinder, Lees-Bradner thread mill, two 
Sellers tool grinders, and so forth. 

Mr. Sorensen. I think that was Paul’s Machinery. Iam not sure. 

Senator Moopy. Paul’s Machinery ? 

Mr. Sorensen. Yes. 

Senator Moopy. Did those people seek you out in the month of No- 
vember 1951, or did you seek the buyers ¢ 

Mr. Sorensen. They come’to the university. 

Senator Moopy. They came to the university ? 

Mr. Sorensen. They inquired about the machinery, yes, or what- 
ever you say, seek us out. 

Senator Moopy. They sought you ¢ 

Mr. Sorensen. Yes. 

Senator Moony. You didn’t go out and try to sell them ? 

Mr. Sorensen. That is right. 

Senator Moopy. Do you have any way of knowing why it was that 
suddenly in that month of November you made so many ‘sales ? You 
made some sales in August and some in June and prev iously some in 
February and March. Why did so many people come in November 
1951, do you know? 

Mr. Sorensen. I wouldn’t know. 
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Senator Moopy. They came to you at the university and you made 
the sales: is that correct ? 

Mr. Sorensen. That is right. 

Mr. Noone. You have stated, Mr. Sorensen, that many of these ma- 
chine tools acquired by the university were high-production machine 
tools which were not suitable for instruction purposes. Why did the 
university buy them in the first place ? 

Mr. Sorensen. When the sagt cna was being sold they were glad 
to get rid of it, and what we w: uted was some small tools, millers, 
planers, grinders, shapers. 

Mr. Noone. If you wanted that type, why did you buy the other 
machinery , 

Mr. Sorensen. They wanted to get rid of it and they foisted it upon 
the different schools, everything they could get rid of, and pushed 
it on everybody, inexperienced ones handling the machinery, both 
buyers as well as the sellers. 

Mr. Noonr. Who told you that the university wanted only these 
small machines but that the Government foisted the others on them ? 

Mr. Sorensen. I knew that. 

Mr. Noone. How did you know it? 

Mr. SORENSEN. I knew it because | knew about the machinery was 
going to be purchased. I was going down there for the specitic pur- 
pose of teaching the operations of that machinery. 

Mr. Noonr. You were not at the university, though. when they were 
bought ? 

Mr. Sorensen. No: I was operating my business. 

Mr. Noonr. But you did know 4 

Mr. Sorensen. I knew, sure. I made preparation for going down 
there for that purpose. That is the reason | went down there. 

Mr. Noone. Did you get any other offers that would tell 
whether you were getting a fair price for this machinery ? 

Mr. Sorensen. L wouldn't know about that. 

Mr. Noone. ‘These people came and made bids and you took the bids. 
is that right / 

Mr. Sorensen. That is right. 

Mr. Noone. Did you have to have any approval from anybody else 
before you accepted the | vids ¢ 

Mr. Sort NSEN. The board has to ap os 

Mr. Noone. The board did approve é 

Mr. Sorensen. The board is the one that is managing. The board 
of the university is really managing the university. 

Mr. NOoonr. Did the board in each case approve the sales of 
machinery 4 

Mr. Sorensen. I wouldn't know whether they approved 
Cl h ca » but they ap proved the S ale of the hi ichinery. 

Mr. ~adeenee They did/ 

Mir. SoreNSEN. T hat is true. 

Mr. Noone. Did you have more than one offer for some of 
machine tools? How did vou know you were 9g 
when you did se }] t} 1 mi ichine tools? 

Mr. Sorensen. [ wouldn't know invthing | 

Mr. Noonr. Who would / 

Mr. Sorensen. Beg pardon ¢ 


on a | 
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Mr. Noons. Who would know about it? Aren’t you the man who 
handled these sales? 

Mr. Sorensen. I say as far as the best offer is concerned, I wouldn’t 
know. 

Senator Moopy. You just took what looked like a fair offer, is that 
right ¢ 

Mr. Sorensen. That would be about true, yes. 

Senator Moopy. Do you think now, Mr. Sorensen, in view of the 
fact that good many other machines were kept in grease, in storage, 
by the Government after the Second World War for an emergency, 
and now you say that these machine tools that were bought are being 

used in aircraft and tank production 

Mr. Sorensen. That is true. 

Senator Moopy. Do you think it would have been wiser for the 
Government to hang on to those tools and not sell them ? 

Mr. Sorensen. I don’t know what my thought would be on that 
line. I wouldn’t really have no right to think along that line. That 
would be up to the Government officials to do that thinking. 

Senator Moopy. I am afraid they didn’t think very much when they 
were sold. 

Mr. Sorensen. I think so. I wouldn’t know. It is up to them. 
We have Government men we entrust our Government affairs to. 

Senator Moopy. Who is that? 

Mr. Sorensen. Government managers. You are one, and others. 
The Government is everyone. 

Senator Moopy. And at that time Congress did pass a law and not 
only authorized but in some cases urged War Assets Administration 
to get rid of these tools more rapidly, is that correct? Or do you 
know ? 

Mr. Sorensen. What laws they pass in Congress I wouldn’t know. 

Senator Moopy. I guess that is not your field. 

Thank you very much, gentlemen. Now just a minute. 

Mr. Lawson, you say you only go to the university once a month or 
so just to see how it is running; 1s that right ? 

Mr. Lawson. Sometimes a couple of months. Sometimes it will be 
a couple of weeks. 

Senator Moopy. You just go there occasionally ? 

Mr. Lawson. Eh? 

Senator Moopy. You just go there occasionally ? 

Mr. Lawson. I just go there occasion: ally and stay for a day or two 
and see everything is all right. Everything has proved to be all right 
as long as I have been doing that. 

Senator Moopy. What is your authority over the university so far as 
the administration of the university is concerned ? 

Mr. Lawson. What is my what ? 

oe Moopy. What is your authority over the university so far as 

s administration is concerned ¢ 

ake Lawson. I am the donor, was the donor of the university, so 
I have a right 

Senator Moopy. I know. What is your authority now at the uni- 
versity ? 

Mr. Lawson. Simply the donor. That is all. I go and see that 
they are living up to the terms of the donor. 
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Senator Moony. Do you have any direct administrative authority 
over the university at all? 

Mr. Lawson. We have a board of trustees that has that administra- 
tive authority. 

Senator Moopy. So what you are saying here under oath is that the 
board of trustees, and not yourself, has the authority over the univer- 
sity; is that right? 

Mr. Lawson. The board of trustees has the authority over the uni- 
versity. 

Senator Moony. I see. 

Mr. Lawson. And I go there occasionally to see that everything is 
going on all right. I have been doing that ever since we bought ‘the 
university, and I found that they were doing all right. 

Senator Moopy. I see. 

Mr. Lawson. So I am perfectly satisfied with what the board of 
trustees has done. 

Senator Moopy. Week end before last, Mr. Lawson, it appears that 
two Iowa State boiler inspectors tried to penetrate your university to 

inspect the boilers there. A report on the incident in the Des Moines 
Register of March 8 by Mr. Mills reads this way: 

Iowa State boiler inspectors twice tried to penetrate the Des Moines Univer- 
sity of Lawsonomy Friday afternoon. Officials of the mysterious institution in 
north Des Moines wouldn’t let them in. ‘The inspectors were told they would 
have to get an order from Alfred W. Lawson himself, who was in Ohio. 

What comment do you have on that, Mr. Lawson ? 

Mr. Lawson. I called up the university when I heard about that, 
and the treasurer, the new treasurer 

Senator Moopy. Who is that ? 

Mr. Lawson. Who is the new treasurer ? 

Mr. Sorensen. Rauch. 

Mr. Lawson, Oliver Rauch. He has just been in there a few days 
and didn’t know the rules very well. 

Now, Mr. Sorensen here, he has been letting those boiler inspectors 
in ever since he has been out there. Haven't you? 

Mr. Sorensen. That is true; yes, sir. 

Mr. Lawson. Now he wasn’t there. He was ordered down here. 
Weren’t you ordered down here ? 

Mr. Sorensen. Yes. 

Mr. Lawson. He got his orders to come down here and wasn’t there. 

Senator Moopy. He got his orders to come down here? This was 2 
weeks ago. You haven't been on the road 2 weeks, have you, Mr. 
Sorensen ¢ 

Mr. Sorensen. No, not that long. 

Mr. Lawson. Where were you that di: iy ¢ 

Mr. Sorensen. I wasn’t there at the time. 

Mr. Lawson. He wasn't at the university. 

Mr. Sorensen. Oliver Rauch and Hayter were both there. This 
man here. 

Mr. Lawson. Sorensen is the man that takes care of that; the new 
man knew nothing about it and didn’'t—— 

Senator Moopy. If you don’t have any administrative authority 
over the university, why should Mr. Rauch or anybody else say they 
would have to see you in order to inspect the boilers of the university ¢ 
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Mr. Sorensen. I don’t think he said that, I think that is false. 

Mr. Lawson. So darn many lies are told by the newspapermen 
down there and the people trying to injure this university and trying 
to get control of it, you can’t believe anything they say. I don’t. 

Senator Moopy. Who is trying to get control of it, Mr. Lawson ? 

Mr. Lawson. Well, we get letters, one a month or once every 2 
months, from some real estate man who says he has got a buyer for this 
They have been doing that now ever since we bought it 8 years ago, 
and we don’t answer them because I say we are not going to sell that 
to anybody no matter how much they want it. We want that to 
teach the people lawsonomy and we are going to keep it. 

Senator Moopy. How much did you pay for it ? 

Mr. Lawson. $80,000. 

Senator Moony. How much have they offered you for it ? 

Mr. Lawson. They don’t offer anything. They want to know— 
they always say they got a client that wants to buy it; 10 or 15 or 20 
real estate men have written that way for the last 8 years. Every 
month or 2 or 3 months we get a letter from some of them that they 
VOT a buyer. 

Senator Moopy. Let me ask vou, Mr. Hayter, you were there 2 
weeks ago when these boiler inspectors came, were you not ¢ 

Mr: Hayrer. Yes. 

nator Moopy. What happened ¢ Will you tell us? 

Mr. Hayrer. They didn’t refuse the State men. It was State men. 
It wasn’t the county men at all. It was State men. 

Senator Moopy. I understand. 

Mr. Hayrer. We didn’t refuse them. We told them to write—didn’t 
have no cards—write in and get permission, which we always do, from 
iendquarters at Detroit. 

Senator Moopy. Headquarters at Detroit? 

Mr. Hayrer. That is right—606 Woodward Avenue, Humanity 
Benefactor Foundation. That is where they get their orders. That 
is What we tell them to do—write in and get permission to come in the 
university. 

Senator Moopy. Well, you mean you won t— 

Mr. Hayrer. We did not refuse them: we told them that was the 
procedure. 

Senator Moopy. You mean that you won't let anybody ‘on the uni- 
versity grounds unless they get specific permission from the Humanity 
Benefactor Association / 

Mr. Sorensen. I have been letting them in. 

Senator Moopy. You have been letting them in? 

Mr. SorENSEN. That is right. 

Senator Moopy. Why didn’t you, Mr. Hayter? 

Mr. Hayrer. I wasn’t there. 

Senator Moopy. You were arrested, were you not, for not letting 
them in? 

Mr. Hayrer. ] appeare <1 on the scene at the time. 

Senator Moopy. Then you were there? 

Mr. Hayver. I was there, but I didn’t know what took place, Sen- 
ator. I didn’t know what he said or anything, see. I don’t know 
what he said tothem. I was out. 

Mr. Sorensen. I was out as far as I know. 

Senator Moopy. Rauch wouldn't let them in; is that right? 
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Mr. Hayvrer. What I want to know is why there was three or four 
or five men with the same group that didn’t belong to the boiler in- 
spectors. 

Senator Moopy. Who were they / 

Mr. Hayrer. That is what I would like to know. They wouldn't tell. 
They were outside of the State. They had Minnesota State licenses 
on the cars. What right did they have coming in there? They was 
used to get in the organization there. What right did they have 
coming in there ¢ 

Senator Moopy. Let me ask you this, Mr. Hayter: It is your under- 
standing of the ordinary educational institution th: at an ordin: ry citi 
zen cannot get on the campus 4 

Mr. Hayrer. Yes, with the right procedure. The right procedure, 
Senator. We could not have everybody come to the door and let them 
in. You know that vourself. 

Senator Moopy. Let me ask you this: If you went to Georgetown 
University campus or the University of Pennsylvania or Yale or Har- 
vard or the U niversity ot Michigan would you have to wet a permit 
from the president of the university and the donor of the university 2 

Mr. Hayrer. If that was the rules, I would. P 

Senator Moopy. Can you tell me the name of any other univer- 
sity— — 

Mr. Hayrer. I don’t know anything about that. 

Senator Moopy (continuing), That bar people from the Campus 

Mr. Hayrer. I didn’t bar them. 

Senator Moony. That is the reason we wonder 

Mir. Hayrer. We didn’t bar them. 

Senator Moopy. We wonder whether this is an educational in 
tution which is entitled to buy this machinery because of just 
action as this. Do vou see / 

Mr. Hayrer. Mr. Lawson told vou the truth. This man wasn't 
the job. This man was out when that happened. 

Senator Moopy. In other words, if Mr. Sorensen had been 
they would have gotten in; is that right? 

Mr. Hayrer. That is right. 

Mr. Sorensen. It all depends on the circumstances. I always let 
the inspectors in there, never refused admittance to make Ins] ection 
of the boilers. 

Senator Moopy. Do you have a high fence around the property / 

Mr. SoreNsEN. No, a picket fence like at the White House down 
here. I tried to vet in to see the White House and the policemen ill 
around there wouldn’t let you in. 

Senator Moopy. Isn't there a little difference ? 

Mr. Sorensen. I don’t know. Nevertheless they wouldn’t let us 
in. 

Senator Moopy. Have vou ever tr ied to get in any other universi ity 
grounds and been barred, Mr. Sorensen ? 

Mr. Sorensen. There are some private institutions you can’t 
into. 

Senator Moopy. Universities? 

Mr. Sorensen. Yes. 

Senator Moopy. Where / 

Mr. Sorensen. I wouldn't say right off-hand. 


ref 
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Senator Moopy. I am sure you couldn’t, because I have never heard 
of any. 

_ Mr. Sorensen. I have seen some with pretty big stone fences around 
it. 

Senator Moopy. But those are not universities [laughter |. 

Mr. Sorensen. They are educational. 

Senator Moopy. Mr. Hayter, you are president of the university, 
are you not? 

Mr. Hayrer. Yes, sir. 

Senator Moopy. When these State inspectors came to inspect the 
boilers did you not have authority to override the decision of Mr. 
Rauch not to let them into the property ? 

Mr. Hayrer. I wasn’t there at the time, Senator, when it happened, 

Senator Moopy. You said you happened to come and were arrested, 
just happened to be arrested. 

Mr. Hayrer. That was after. 

Senator*Moopy. You must have been there or you couldn't have 
been arrested. 

Mr. Hayrer. That was after. The police arrested us, not the boiler 
inspectors. After when the police came. 

Senator Moopy. I see. 

Mr. Hayter. That is when I—— 

Senator Moopy. When the police came back you happened to have 
been unfortunate enough to come home; is that right ? 

Mr. Hayrer. That is right, and stepped in to find out what it was 
all about. 

Senator Moopy. And you found out ? 

Mr. Hayrrr. I found out, sure. 

Senator Moopy. Mr. Noone. 

Mr. Noonr. Mr. Hayter, you said that the rule is that you take 
your orders from Detroit ? 

Mr. Sorensen. That isn’t true. They write in to the university. 

Mr. Noonr. But Mr. Hayter—— 

Mr. Hayrer. I might have made a mistake there. They write in 
to the university for permission. 

Mr. Noone. Do you turn to Detroit for decisions on such things as 
letting the boiler inspector in? 

Mr. Hayrer. Not necessarily, no. Take it up with the board and 
if they have the right credentials, we let them wrt 

Mr. Noonr. If an ordinary citizen wanted to go on the campus 
just to see the grounds would he have to get clearance from Detroit ? 

Mr. Hayrer. Not necessarily. The committee takes care of that. 

Senator Moopy. What committee ? 

Mr. Hayter. The committee. That is one I was on—three commit- 
tees, second of the committees. 

Senator Moony. You have authority to let anyone in the grounds 
that you want; is that right ? 

Mr. Hayrer. That is right. See if they are O. K. and let them 
come in. It is the committee. 

Senator Moony. You wouldn’t refer the question to Mr. Lawson 
who was in Ohio at the time? 

PRosick Hayrer. No, we couldn’t phone Mr. Lawson. We don’t know 

here Mr. Lawson is. 
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Senator Moopy. That was the trouble with the boiler inspectors— 
they didn’t know where Mr. Lawson was, and they were told by Mr. 
Rauch they had to find Mr. Lawson before they could inspect the 
boilers of the university. 

Mr. Sorenson. I don’t think he said that. Of course, I wouldn't 
know. 

Mr. Lawson. A lot of that stuff is made up by those fellows who 
are trying to injure the organization, have been for 8 years. They 
have torn out fences, broke our windows and everything else, and 
they keep doing that, but they are not so bad now, but that is what 
they are doing now—such little tricks as this. 

Mr. Sorensen didn’t h: appen to be there and they caught a new man 
in the job, and he didn’t know what he had to do. That is all. 

Senator Moony. Why should he hesitate, Mr. Lawson, to let any- 
one in to inspect the boilers ? 

Mr. Lawson. He was a new man. Mr. Sorensen has been. 

Senator Moopy. Why should there be any question about it ? 

Mr. Lawson. There shouldn’t be any question about it. 

Senator Moopy. I am glad we agree on that one. 

This article in the Des Moines Register says that Rauch and Hayter 
could not post bail immediately—“We don’t have any money because 
we don’t make any.” 

Now, Mr. Hayter, is that an accurate quotation ? 

Mr. Hayter. We didn’t have no mor ey, no. We didn’t 
money. We don’t vet no mo! ey. Ho \ could we get any mone 
we work without pay / 

Senator Moopy. You couldn't post bail? 

Mr. Hayter. That is right. We had to get a bond. 

Senator Moopy. You had to get a bond / 

Mr. Hayrer. That is re 

Senator Moopy. Now, the university did 
did it not ? 

Mr. Hayrer. That is right, in 

Senator Moopy. oe didn't t] liversit 

Mr. Hayrer. Well, there was nobody the 
get out of jail, SO oe is what we did 
We didn’t want to cause no trouble. 

Senator Moopy. Mr. Lawson or Mr. Sorensen o1 
any Federal taxes of any nature w hatsoever pa d on 
by the university or by the organization on the sale of these 

Mr. Lawson. What is that question / 

Senator Moopy. Were any Federa ltaxes ofa \ nature paid O 
$150,000 plus profit that was made by your organization / 

Mr. Lawson. You will have to ask the secretary, sir. 

Senator Moopy. All right, Mr. Secretary, what do you thi 
anv s uch taxes paid 4 

Mr. SorENSEN. I wouldn't refer directly to your quest 
will say this much: That we have paid no Federal taxes as 
direct taxes to the Federal Government. 

Senator Moopy. You don’t pay any direct 

Mr. Sorensen. No. 

Senator Moony. Mr. Sorensen, I want to remind you 


rong to furnish t} e comin ittee with a report f the 
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university, and also with a list of the machinery that you purchased 
from the Government, the amounts paid for it—that you have already 
furnished—exactly what you did with it, when it was sold and to 
whom, which machinery was used for educational purposes, and how, 
and on which machinery the power was turned on. 

Mr. Sorensen. I can tell you that now. 

Senator Moopy. If you would not mind—can you give us all that 
information now / 

Mr. Sorensen. I will put it all in there. 

Senator Moopy. It seemed to me you might want to be careful about 
it, and I thought you might prefer to submit it to the committee in 
writing. And also just what you are doing with the machinery that 
you still have at the university. 

That is all, thank you, gentlemen. 

(Whereupon, at 11:55 a. m., the subcommittee recessed subject to 
the call of the Chair. ) 
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TUESDAY, APRIL 1, 1952 


Unrrep Sratres Senate, 
SUBCOMMITTER OF MonimnizATION AND PrRocUREMENT 
OF THE SELECT COMMITTEE ON SMALL BUSINESS. 


Washington, D. C. 
The subcommittee met, pursuant to call,at 1:15 p. m., in room P—36, 
United states Capitol, Senator Blair Moody (chairman of the sub 
committee ) presiding. 

Present: Senator Moody. 

Also present - harles M. Noone, committee counsel, 

Senator Moopy. The committee will be in order. 

Do you gentlemen solemnly swear vour testimony before this con 
mittee will be the truth. the whole truth, and nothing but the truth. so 
help you God ¢ 

Mr. Hayes. I do. 

Mr. Butuarp. I do. 


TESTIMONY OF FRANK U. HAYES, VICE PRESIDENT AND SALES 
MANAGER, AND EDWARD C. BULLARD, PRESIDENT, BULLARD 
CO., BRIDGEPORT, CONN., ACCOMPANIED BY E. FONTAINE BROUN, 
COUNSEL, BULLARD CO. 


Senator Moopy. Will you gentleme 
ord, please. 

Mr. Butnarp. My name is Edwar 
the Bullard Co., Bridgeport, Cor 
the company all my business | 

senator Mo py. wAnd i 

Mr. Hayes. My name is 
manager of the By lard Co. 

Mr. Broun. Iam E. Fontan 
Bullard Co. 

Senator Moony. Mr. Haves. 
spokesman for the company. 

Mr. Hayes. That is mght. 

Senator Moony. Will vou state fon 
located, Mr. Haves? 

Mr. Hayes. In Bridgeport, Conn. 

Senator Moopy. When was the 

Mr. Hayes. In 1880. 

Senator Moopy. Establis! 

Mr. Bullard: is that correct / 

Mr. Hayes. That is right: yes. 
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Senator Moopy. How many people do you employ ? 

Mr. Hayes. Currently we have slightly over 3,600. 

Senator Moopy. That is an increase, I take it, from your chart here 
over employment of recent years? 

Mr. ican. Considerably; yes. In what period do you mean, 
Senator ¢ 

Senator Moopy. How many did you employ a year ago? 

Mr. Hayes. A year ago, approximately 2,200. 

Senator Moopy. And how many did you employ the year before 
that, in 1950? 

Mr. Hayes. The mid-part of 1950, approximately 1,400. 

Senator Moony. So you have gone up from 1,400, which was the 
number of people on your payroll at the time of Korea, to 3,300 4 

Mr. Hayes. Slightly over 3,600 currently, sir. 

Senator Moopy. Oh; 3,600 currently / 

Mr. Hayes. That is right. 

Senator Moopy. Do you want to describe briefly the types of ma- 
chine tools that your company makes ¢ 

Mr. Hayes. Yes. 

Senator Moopy. You have submitted for the record here a state- 
ment. Would you like to read that statement into the record or have 
it admitted to the record and summarize it? How do you feel about 
it? 

Mr. Hayes. The circumstances under which we have been operating 
in these past 21 months since Korea are rather complex, and in order 
that we may conform to the suggestions which you have set forth 
in your letter, I would prefer to read the statement and not have it 
put in the record, because there are a considerable number of mat- 
ters and different phases of the entire situation which you might 
better understand if they were taken in their order in a chronological 
way. , 

Senator Moopy. All right. 

Mr. Hayes. Thank you. 

Senator Moopy. I must say that the only difficulty that has ever 
been attached to your company is the fact that you make such a good 
machine that people want more of them than are available. So I 
think you can take that as an unspoken compliment. 

Mr. Hayes. Thank you very much. 

Senator Moopy. Previously unspoken, I mean. 

Mr. Hayes. I would like to say that my background with the 
cemnerns has covered different capacities in the period of the past 17 
years. In other words, in 1935 I started with the company as a ma- 
sielahs Since that time I : ave had various capacities as field engi- 
neer and salesman, manager of subcontract division at one time during 
the war, assistant sales manager, sales manager, which is my present 
capac ity. 

Senator Moony. In order to get an introductory outline in the ree- 
ord, perhaps it might be well before you read your statement for me 
toask voua couple of pre ‘liminar Vv qi iestions. 

Mr. Hayes. Surely. 

Senator Moony. If they are covered in the statement, you can just 
say so. 

For example, how many machine tools are you producing on a 
monthly basis at the present time / 
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Mr. Hayes. Well, of all types and sizes in our complete line at 
the present time, approximately 75 to 80 machine units per month. 

Senator Moopy. Now, you say of all sizes. Those are all of similar 
types, are they not ? 

Mr. Hayes. No, they are not. There are two types which are some- 
what similar. 

I would like to submit this exhibit A which illustrates the different 
types. (Copy of the illustrated catalog of the Bullard Co. retained 
in committee files.) 

Senator Moopy. Very well. 

Mr. Hayes. There are two types which generally are known as ver- 
tical turret lathes. They are illustrated in the first few pages. 

Senator Moopy. You mean the Cut Master and the Man-Au-Trol ? 

Mr. Hayes. The Cut Master and the Man-Au-Trol; both are ver- 
tical turret lathe types. 

Senator Moopy. Those are the two. 

Mr. Hayes. There is a vast difference in their specification and op- 
eration. I have covered that somewhat in my statement. 

Senator Moopy. I see. 

Mr. Hayes. But other than those two types, we build a line of multi- 
spindle chucking machines, which are known as Mult-Au-Maties and 
Contin-U-Maties. The Contin-U-Matics aren't being built now, hav- 
ing been eliminated from the line in order to streamline our pro- 
duction, as well as some of the other types. 

Senator Moopy. 1 was in Jackson, Mich., at a plant just about 
a week ago, and was watching some of your lathes in action. They 
certainly ‘doa good job. I will say that. 

Mr. Hayes. I hope so. 

Senator Moopy. | can understand why there is a great demand for 
them. You said you were making how many tools now ¢ 

Mr. Hayes. Of all sizes and types ¢ 

Senator Moopy. Yes. 

Mr. Hayes. Between 75 and 80, 

Senator Moopy. They are all very large machines; are they not? 

Mr. Hayes. They are. They are what is known as the heavy classi- 
fication, and they run anywhere from 5 tons per unit up to about 40 
tons per unit. 

Senator Moopy. Yes, I see. 

What was your production in June 1950 ¢ 

Mr. Hayes. Of all sizes and types, again ¢ 

Senator Moopy. Yes. 

Mr. Hayes. About 15. 

Senator Moopy. About 15. What was your production at the peak 
of the Second World War? 

Mr. Hayes. Three hundred per month. 

Senator Moony. Three hundred per month? 

Mr. Hayes. That is right. 

Senator Moony. Was that all your own production or was that 
substantially subcontracted ¢ 

Mr. Hayes. Well, there was considerable subcontracting done in 
the form of foundry work for iron castings and some machining work 
for parts and units, and at that time we had one complete machine 
that was built outside in Cleveland. However, that was in units. That 
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subeontract was something like 20 machines a month, so that the net 
for the Bridgeport plant was around 280. 

Senator Moopy. To what extent have you subcontracted work on 
your products in this mobilization ? 

Mr. Hayes. Well, in terms of what we call standard hours, approxi- 
mately 16 percent of our total standard hours is subcontracted. 

Senator Moopy. Are you meeting delivery dates now on your 
orders ? 

Mr. Hayes. We are up to our scheduled rate of production ; that 
is, as we have scheduled the increases to our rate of production we 
have achieved those increases so far to date. 

Senator Moony. Those delivery dates do not come up, I take it, te 
the delivery dates that would be desirable from the standpoint of the 
military mobilization. In other words, you are not making them as 
fast as the military would like to vet them, are you?! 

Mr. H AYES. Well. in a eood many cases we are, and in some cases 
I know that the best that we can promise for delivery in accordance 
with the Government order which schedules our deliveries are not 
satisfactory. 

Senator Moopy. If I were a manufacturer of a military item that 
needed a Cut Master or a Man-Au ee and I came up to you with 
the sup port of the Government and said, “We want to order this, We 
need it now,” how fast would you deliver it # 

Mr. Hayes. Well, it is a very hard question to answer directly 
because it would depend upon it isa hypothetical case and it would 
depend entirely upon what branch of the service you might represent 
as a person soliciting an order. 

Se) ator Mo pyY. Whether ] was the representative of the 0 called 
“brickbat” class or some other class: is that right ? 

Mr. Hayes. Yesand no. The “brickbat” class, I would say, is super- 
imposed over the basic regulation M-41. 

Senator Moopy. Yes. 

Mr. Hayes. It would depend more accurately on whether it might 
be the N: avy, and which bureau of the Nav vy. or the Air Force or the 
Army, ¢ or whe ther it is one of the 30 perce nt group. 

Senator Moony. W M's you explain what the difference is? 

Mr. Hayes. Yes. I can give you a fairly concrete example of that. 

As af a week or so go anvone who ordered under the different 
cireun ances | just related, in respect to a 36-inch Cut Master, a 
instance, the Army coul ben tain a delivery of Se ptember 1952, where: 
on the other extreme, the Air Force couldn't get a delivery until Ma ay 
of 1953. Se pte »ymber 1952 to M: LV of 1953 would be the diffe ‘rence there 
just becaus eof the different claimant agencies. 

Senator Moopy. Do you mean to say that the Air Force is being 
subordinated to the Army ? 

Mr. Hayes. No, I don’t mean that at all. 

The breakdown of M-41 in the 70 percent group, which is the 
military, in that 70 percent each of the services are allotted a given 
percentage. 

Senator Moopy. Will you explain just for the sake of the record— 
70 percent group is the military group so far as your deliveries are 


concerned # 


Mr. Hayes. Yes. 
Senator Moopy. Will you say W here the other 30 percent goes ¢ 
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Mr. Hayes. The 30 percent group, so-called, is made up of, for 
instance, Atomic Energy Commission, MSA, that is, the Mutual 
Security Agency, machine-tool builders, and other people who are in 
one way or another connected with the defense program and have 
defense ratings. ; 

Senator Moopy. What percentage of your production goes to MSA? 

Mr. Hayes. A very small percentage currently. Of our entire 
backlog less than 5 percent of our total is MSA. 

Senator Moopy. How about atomic energy / 

Mr. Hayes. I wouldn’t want to guess at the percentage, but currently 
there isn’t very much of it. We do have quite a few machine-tool 
builders’ orders. 

Senator Moopy. I was just going to ask What makes up the bulk 
of this 30 percent—mac ‘hine-tool builders’ orders ? 

Mr. Hayes..I am afraid I haven't that exact breakdown. It is such 
a miscellaneous assortment that—— 

Senator Moopy. Are there any machine tools being delivered for 
ordinary civilian usage now 4 

Mr. Haves. Not to my knowledge. At least, we are not delivering 
anything which has not been rated by NPA, and I would assume 
from that rating they are in one way or another connected with the 
defense program. 

Senator Moopy. I just thought that ought to be in the record. 
understood that was the case. 

Now, do you want to explain what you were testifving about 
moment ago, if vou will, the military di ferential in delive ry d: ites f 

Mr. Hayes. Well, for example, I think you are re ferring again to 
the 70 percent group, the military / 

Senator Moopy. Yes, Lam: that is right. 

Mr. H AYES. Seventy percent t of the total production is allocated 
the military services as a whole. The Air Force, for example, 
certain types of our machines is allocated 35 percent of the total. 33 
percent, ] think it is, to be exact. Therefore, t hey are to vet pra { 
one-half of the 70 percent 

Now, because we have il higher volume of Air Force orders 
quot vis filled for a good mi: ny more months in advance than is the 
in some of the other services. 

The case I ju st related with the Army we do not happen to 
enough orders to fill that percentage allocation for 4 period so far 
advance. 

Senator Mcopy. What is your pe reentage for the Army! You 
the Air Force was 35. How much isthe Ar my‘ ¢ 

Mr. HAyYes. This partieula pe group wets something 
than 5 percent. 

Senator Moopy. Do you mean by particular— 

Mr. H AYES. It Is a misce llane -OLLS Army group othe ‘rT than ( ran i 
Army Ordnance, on the other hand. would be March 1953. 

Senator M opy. The Air Force delivery was May 1953, vou 

Mr. Hayes. That is right, for a new order coming in today 


of il couple of weeks avo. 
Senator Moopy. And Ordnance is March 1953 ¢ 
Mr. Hayes. That is right. 
Senator Moopy. But general Army orders could be delivered 
Mr. Hayes. In September of 1952 
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Senator Moopy. That fact holds despite the fact that the aircraft 
order might be much more urgent from the st: indpoint of the military 
situation than the miscellaneous Army order; isn’t that right? 

Mr. Hayes. Well, it might be. On the other hand, there is an un- 
balanced condition that developed because of the difference in volume 
of orders as compared to the percentage allowed to each of the services. 

For instance, while we do not have this miscellaneous Army group 
scheduled b eyond September 1952, we do have our schedule completely 
filled for that size machine, which means that what we actually have 
done is allocated more than the allotted percentage to some one or 
{wo of these groups. But if an Army order came in, we would then 
have to put it in September 1952, which would automatically kick back 
possibly an Air Force or a Navy order. 

Senator Moopy. What about the Navy order—what about that 
schedule ? 

Mr. Hayrs. Well, there are three different categories of Navy. The 
Bureau of Ordnance, on that same size machine, the 36-inch, currently 
would be September 1952 also. Likewise the Bureau of Ships. The 
Bureau of Aeronautics would be January 1953. 

Senator Moopy. What you are saying, then, Mr. Hayes, is that there 
has been more urgency to get your tools by the Air Force and by the 
Naval Air Arm than there has been from the Ordnance and other 
divisions of the Army and the Navy. In effect now a priority would 
be given to an order other than an Air order over an Air order, is 
that correct, under the circumstances vou stated? That is, if they 
brought in an order to you, you would have to bump an Air order in 
order to put the Army order, would you? 

Mr. Hayes. That is true, because we have to schedule these orders in 
accordance with schedule D of M-41. 

Senator Moopy. I am not criticizing you, sir; I am simply trying to 
bring the facts out here. 

Mr. Hayes. I realize that. I wanted to clarify the situation. 

Senator Moopy. Yes. 

Mr. Hayes. What actually happens is we have a higher volume of 
orders from the Air Force than any other one service. So much so 
that the volume of Air Force orders as compared to our total schedule 
far exceeds the percentage allowed to the Air Force under M-41. 

Senator Moovy. Does not that suggest to you that perhaps M 1 
might well be revised ¢ 

Mr. Hayrs. That would be a possible solution, and I understand 
that sort of thing is under consideration now—not only a revision of 
M-41 but a complete listing of defense contracts to establish an 
urgency by preference. 

Senator Moopy. Now, as I understand it, your machine is considered 
vital to the manufacturer of some of the most urgent aircraft items, is 
it not, particularly aircraft engines 4 

Mr. Hayes. Aircraft engines; yes. 

Senator Moopy. Well, the aircraft engine. the jet engine, is the 
bottleneck from the standpoint of making jet aircraft, it it not? 

Mr. Hayes. That I do not know. 

Senator Moony. That has been testified to here. 

Mr. Hayrs. We are certainly involved in the manufacture of jet 
engines and landing gear, and one thing and another, different com- 
ponents. But which of them may not be in the best position i just do 
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not know. I know that we certainly are, and were urgently requested 
to do everything we can in connection with those jet engine contracts, 
and that we are doing. 

Senator Moovy. Well, of course, our aircraft production is not cur- 
rently favorable in comparison with the Russian air production. I 
suppose you knew that. One of the things that is preventing it is the 
lack of these machines of yours, which are needed to make jet air 
craft. I am wondering whether that M—41 might not well be revised 
if the urgency from the other services is less. That also goes for 
Naval Air. 

Mr. Hayes. Schedule D of M-41 that we are working under now is 
a revision of the original schedule D. 

Senator Moopy. I know that, but that still 

Mr. Hayes. It still leaves us with this condition. 

Senator Moony. Yes. 

How many shifts do you operate your plant, Mr. Hayes? 

Mr. Hayes. I beg pardon? 

Senator Moopy. How many shifts are you operating your plant? 

Mr. Hayrs. Three full shifts, 6 days a week. 

I would like to say, Senator, while I have the opportunity, that 
certainly welcome this opportunity here to testify, because in 
past few months the Bullard Co. has received considerable notice 
the press. 

Senator Moopy. That is right. 

Mr. Hayes. And more recently in testimony given before tl 
committee. 

Senator Moopy. That is right. I am very glad to have you li 

Mr. Hayes. Thank you. For that reason I spent some time in p1 
paring this statement. 

Senator Moopy. I have gone a little further in questioning tha 
intended to, but there were certain things I wanted to find out. 

You did say that you are operating three shifts a day, 6 L\ 
week / 

Mr. Hayes. That is right. 

Senator Moopy. So there is no wasted capacity so far as your plant 
is concerned 4 

Mr. Hayes. That is true. 

Senator Moopy. Let me ask you one more question. What is the 
latest delivery date now on your order book ¢ 

Mr. Hayes. I think November 1953. I have that illustrated in 1 
statement. 

Senator Moopy. Have you had any appreciable number of cancel- 
lations on machine-tool orders? Have you had any cancellations / 

Mr. Hayes. Not recently. Soon after the first of this year we had 
quite an epidemic of cancellations, which served to break what we 
thought was the water around the program so far as we were «on- 
cerned. It seems to be on a more realistic basis today than it was at 
that time. 

Senator Moopy. What was the source of the cancellations? I m« 
what type / 

Mr. Haves. Well, there was a mixture. Considerable of it was 
Army ordnance. It was a change in the tank program, I understand. 
And also an Air Force line of endeavor that I have also dealt with in 
the statement here. 
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Senator Moopy. Perhaps you might go ahead with your statement, 
if you wish. 
Mr. Hayes, All right, sir. Because of some of the questions which 
you have been asking me, there will be a few little duplications of some 
of the answers I have already supplied. 

Senator Moopy. That is all right. If there is any part you want to 
skip and put in the record, we w vill just do that. Iam anxious to get 
your story, but I do not want to take any longer than possible. 

I see this is a lengthy statement, but you go ahead with it, and any- 
think you feel can be put in the record, all right, but anything you want 
me to hear and understand, go right ahead. 

Mr. Hayes. It is rather lengthy, perhaps, but in 21 months there 
have been a lot of things happen to us. 

Senator Moopy. That is right, and not only to you, sir. 

Mr. Hayes. The Bullard Co. was established in 1880, and since that 
time, always has been a builder of machine tools and allied equipment. 
Shortly after the turn of the century, a new basic type of machine tool 
was conceived by the Bullard Co. and became known as the vertical 
turret lathe. Through the years to follow, the vertical turret-lathe 
type of machine tool has been widely used in many industries which 
employ metal- working equipment. 

This company has a thorough background of experience in machine 
tool production of the kind required to meet the needs of the Nation in 
time of crisis as well as in periods of normal development, and in the 
use of its facilities for national defense work. We are proud of our 
past record and we intend to continue to do whatever is in our power 
to meet the needs of the Nation, 

Senator Moopy. I am sure that is true. 

Mr. Hayes. During World War I, this company built machine tools 
for the requirements of the military services and contractors holding 
contracts for the production of armament items. In this same period, 
the Bullard Co. operated for the Government a plant nner and 
equipped by the Government, for the production of 155 mm. guns. 

In the third decade of this century, the Bullard Co. grew in propor- 
tion to the industrial growth of the country. It contributed libe rally 

» the development of our economy by mi: king equipment of adv: anced 
design available to industry, thereby making possible some of the mass 
production methods which were first employed during that period. 

The Bullard Co. survived the dey rression of the early 1930's and dur- 
ing the period 1935 through 1937, recovery was well under way. How- 
ever, In 1938 a general recession took place with a resultant depressing 
effect on the ope rations of our company. In late 1939 and 1940, war 
conditions in Europe brought about an increased demand for machine 
tools. Asa result when in 1941 the United States found it necessary 
to make preparations for defense, the machine tool industry was al- 
rear ly opel ‘ating at an accelerated rate of production even before the 
United States entered the war in December 1941. 

Saree 1940 and 1941, the Government provided means whereby it 
became possible for the industry to accelerate and reach a peak produc- 
tion in the shortest possible time. Such means included Emergency 
Plant Facilities and Defense Plant Corporation contracts, top priori- 


ties for procurement materials and facilities, also pool orders which 
provide advance payments. 
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The net result was that the machine tool industry attained a peak 
production rate in 1942, which was 11 times that of 1939. The produc- 
tion of the Bullard Co. in 1942 was 14 times its 1939 output. One in- 
stance which made it possible to attain this record concerned a new 
building, ground for which was broken in January 1941, and which 
was in full operation by July of the same year. 

Senator Moopy. Where is that building located / 

Mr. Hayes. Bridgeport. 

Senator Moopy. And you are operating that building now ¢ 

Mr. Hayes. That is right. 

Senator Moopy. Now in 1942 you were operating 14 times your 
i939 output. I take it that is your 300 a month: is that right / 

Mr. Hayes. That is right. That 300 a month was the peak of World 
War II. 

Senator Moopy. Yes. 

Mr. Hayes. We hit that in 1942. 

When it became evident that the peak had been reached, and that 
the demand for machine tools was no longer so critical, this company 
established a good record of performance in the execution of Army - 
Navy ordnance contracts and continued to build machine tools at a 
reduced rate. 

We entered the postwar period faced with considerable uncertain- 
ties, important among which was the fact that our total output of 
machine tools during the war years had been equal to approximately 
25 years of our prewar normal production. One of the greatest uncer- 
tainties was, of course, that a mass of machine tools might come on the 
market at depressed prices. Our fears were justified when the Gov 
ernment released, through the War Assets Administration, surplus 
machine tools which were sold to imdustrial concerus, our nornial 
customers, at rates as low as 20 cents on the dollar, 

Senator Moony. If you had been sitting through all the hearings 
of the committee vou would know that one so-called institution of 
learning in Des Moines, Iowa, bought forty-four-hundred-and-some 
dollars of machine tools, sold them for $150,000, and have been ru 
ning apparently ever since on the profits of this operation. So they 
certainly sold out a great many machine tools very cheaply Wil 
could be used how. 

Mr. Hayes. ] appreciate that institutions obtained such machines 
as low as, I think, five cents on the dollar. 

Senator Meopy. That is right. 

Mr. Hayes. I differentiated from that by saying there are com 
mercial investors in those machines, to our knowledge, at somewhere 
around 20 percent. 

Senator Moopy. What you are saving is that these are people who 
otherwise would have been buying from you, who bought from the 
Government ? 

Mr. Hayes. That is right—normal customers. 

However, we survived this period of severe competition by develop 
ing and Wit arketing equipme hit whie h was superior in de s1on and pro 
ductive capacity. 

By L950, we were produc ing three different types of multisp! ndle 
automatic machines, two types of single spindle vertical machines, and 
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a horizontal boring machine, as well as two other types which are not 
significant in respect to the defense program. 

In general, this complete line of machine tools is used according 
to the application of the individual type in such industries as auto- 
motive, aircraft, electrical, agricultural implement, petroleum, ship- 
building, railroad, and other allied industries. 

These machine tools are in the heavy classification and range in 
weight from 5 to 40 tons per unit. I have here, and submit for the 
committee files, a pamphlet which is marked “Exhibit A” and which 
contains illustrations of these various types built by the Bullard Co. 

I wanted that brief review of our background because it indicates 
that we have been in service to industry in general for some while back 
and more or less in very brief detail what we have been doing. 

Senator Moopy. Yes. 

Mr. Hares. Which leads us up to the point where they say, “Clancy 
lowered the boom in June 1950.” 

Senator Moopy. It wasn’t Clancy, I am afraid, but the boom was 
lowered. 

Mr. Hayes. In June 1950, at the time of the outbreak of war in 
Korea, we were operating at a so-called “normal” production rate of 
15 units per month, taking into account all types and sizes of machine 
tools included in our line. At that time, our normal backlog extended 
through a period of from 3 to 6 months. Approximately 1,400 people 
were employed, and we were operating’ ° days a week ona one-shift 
basis, with a skeleton second shift. 

Approximately 8 weeks after Korea, we received the first orders 
which could be classified as defense orders, these machines being 
required by the Army ordnance program for manufacture of tank 
transmissions. Immediate steps were taken to increase production by 
coing to a 6-day week, by increasing employment to fill out the second 
shift, and to start a third shift. In this regard, I submit for the 
record exhibit B, on which is recorded the average number of em- 
ployees on a monthly basis for the years 1949, 1950, and 1951, and a 
statement of the turn-over record. (For exhibit B see p. 473.) 

It is interesting to note from this table that in June 1950 our total 
employment was 1,400. In January 1951 it had increased to 2,200, 
by June 1951 to 3,000, and currently our total employment is over 
3.600, 

In September 1950 additional orders were received from ordnance 
contractors, and the first orders were received from aircraft engine 
contractors. Also in October of that year we received a large contract 
from the British Ministry of Supply, specifying machine tools re- 
quired for the manufacture of jet engines in England. 

This accelerated rate of new orders received presented a real prob- 
lem to us by reason of the fact that the total orders on hand at that 
time represented 9 months capacity at the then prevailing rate of 
production, even taking into account a scheduled 50 percent increase. 

I have here a reproduction of a chart, marked “Exhibit C.” which 
has been maintained in my office since the summer of 1950. (See 
chart p. 474.) 

Mr. Broun is going to hang the chart there. I think it is a quite 
graphic illustration of what was developing at that time and has 
sinc eS de ‘ve loped. 
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You will notice this is July 1950 just after Korea. This is the 
balance of the year 1950 through 1951 and 1952 charted. 

In each month there are three columns, the blue column being new 
orders received in that month; the red being shipment made during 
that month; and the green column is your accumulated backlog after 
taking into account new orders and shipments. 

It was right here [indicating] that I just referred to in October 
when we received that British contract along with our ordnance and 
aircraft engine contracts, and the rate of orders in the blue climbed 
with resulting effect on accumulated backlog. Each time we saw that 
jumping we made plans to increase production, but unfortunately it 
takes time to put the wheels in motion, so that the lag in production, 
or the lead time necessary to attain the new rate of production, is 
illustrated between the difference in the climb of the blue and the 
green and the time when the red started to climb. 

Senator Moopy. How do you account for that tremendous order 
increase in December of 1951 and then a sudden great cancellation of 
January 1952? ‘That blue line for December of 1951 is ne: rie three 
times the size of any other blue line there, and then comes the cancella- 
tion. 

Mr. Hayes. Referring to this one [indicating] ? 

Senator Moony. Yes. 

Mr. Hayes. December of 1951? 

Senator Moony. Yes. 

Mr. Hayes. I have to go back a few months, if I may. If you will 
notice, the re is a green outline—solid oreen. We consider the solid 
green to represent what we term as firm orders. ‘That is the contracts 
were in apple-pie shape, all the specific ations are understood and we 
know what is to be built and to whom it is to be shipped and terms 
of payment are all arranged. 

Senator Moopy. Yes. 

Mr. Hayes. That is a firm order. 

Senator Moopy. All right. 

Mr. Hayes. At that time |indicating| in February of 1951, we had 
just received a letter of intent from the Air Force for 519 machine 
units. Ihave dealt with that in my statement, but briefly we got into 
a situation with the Air Force whereby the allocation of those ma- 
chines beezme so confused that we were in no shape to process them for 
manufacture. Consequently, we had to carry it as a potential part 
of our backlog for this period of time |indicating] until December 
of 1951 when it became a definitive contract in every sense of the word, 
and we then converted what is here a potential to a firm commitment. 

Senator Moopy. I see. 

Mr. Hares. That is the reason for the blue line having jumped up, 
and by the same token the green line jumped up. 

Senator Mcopy. Surely. 

Mr. Haves. However, the following month, January 1952, that 
same contract was terminated. Now that is, as I say, a long story in 
itself. The Air Force terminated the contract for the convenience of 
the Government simply because they were in such a state of confusion, 
due to the inability to untangle the specifications and the allocations 
to different contractors 

Senator Moopy. May I ask this—they gave you a contract for what ? 

Mr. Hayes. 519 machine units. 
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Senator Moopy. Machine units. When were they to be delivered ? 

Mr. Hayes. They were to be delivered in accordance with M-41 
but at that time they covered a span of something like 18 months be- 
fore fulfillment. 

Senator Moopy. When would the last of those been delivered ? 

Mr. Hayes. In the fall of 195 

Senator Moopy. In the fall of 1953? 

Mr. Hayes. That is right. 

Senator Moopy. Now in January that same contract for 519 was 
cancelled ¢ 

Mr. Hayes. Yes. But at the same time the Air Force took steps 
to authorize their individual Air Force contractors to purchase those 
same machines if required by them direct from the Bullard Co. In 
other words, they authorized funds for, let’s say, General Electric and 
any of the others to purchase those same machines direct from us. 

Senator Moopy. In other words, they got away from the pool order 
idea and went to direct orders? 

Mr. Hayes. That is right. And as a result of that we had in the 
month of January what you might term net cancelations, after taking 
into account orders and shipme nts, of 200-odd below the line. 

Senator Moopy. Yes. 

Mr. Hayes. That indicates the net of 519 total cancelled. A con- 
siderable number of them were converted to individual orders before 
the end of that month. 

Senator Moopy. I see. So out of the 519 you had cancelled about 
255 as is shown ? 

Mr. Hayes. It shows that way there. It is a little misleading be- 
cause of the fact that also takes into account other orders received. 
This is net total. 

Senator Moopy. I see. 

Mr. Hayrs. Actually we received what we call conversions of the 
direct orders received from the Air Force contractors of about 260 of 
the 519. 

Senator Moopvy. Has the net result of this phasing out recently 
been that they have ordered any fewer machines , Se you? 

Mr. Hayes. You mean all servie es collectively ? 

Senator Moopy. Yes. 

Mr. Hayes, The rate of orders received has been, I would say, rather 
static in the last quarter. If anything, the rate of orders has declined, 
and shipments are picking up so that we are just beginning now to 
eat mest ur backlog, reducing the backlog. 

ator Moopy. Just beginning to reduce it ? 

My. Hayes. Just beginning. 

Senator Moopy. But it is still going to be a year and a half before 
some of these orders can be delivered: is that r ight ? ; 

Mr. Hayes. That is right, at our present scheduled rates. 

Senator Moopy. Included among those are machines that I assume 
are urgently needed for the Air Force. 

Mr. Hayes. I cannot say whether that is entirely true or not, Sena- 
tor, for the reason that I do not know the relative importance of 
different contracts. I have been given to understand that a con- 
siderable number of the contracts for which we have received orders 
within the past few months are not required until 1953 anyway. That 
depends on the engine schedules, of which T have no knowledge. 
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Just one more word of explanation on this chart. The red column 
indicating shipments for the balance of this year is according to our 
planned schedule, and the cross-hatched columns in the balance of 
this year are based on a purely hypothetical assumption that as of 
this moment we will receive no more orders this vear. 

Senator Moopy. I see. 

Mr. Hayes. If we didn’t—which I think is a ridiculous assumption. 

Senator Moopy. So do I 

Mr. Hayes. We would then reduce our backlog in proportion to 
the shipments made. 

Senator Moopy. One thing this committee is concerned about, Mr. 
Hayes, is this: Having run into production difficulties there may be 
a tendenc y to scale back the production goal; having done that, it 
could be said that deliveries would come up to the reduction goal. 

I think the entire timing of this thing should be scheduled against 
the national danger and the relative streneth of our forces with the 
Russian forces and the relative current production of our airplanes, 
particularly, with the Russians. And, of course. we are not only 
behind them as far as fighters are concerned, jet fighters, in number 
of airplanes, but we are not going to begin to produce as many air- 
planes in 1952 as the Russians are producing now and are continuing 
to produce. 

My own feeling is there is a very great urgency on these things— 
and in this statement I am not criticizing you at all or your company— 
because I think it is a very critical thing to think that our schedules 
are such that we wouldn’t even need the tools before a year and a half 
from now, or they wouldn't even need them to meet their schedules. 


Mr. Hayes. Well, pel rhaps some of my own questions on that same 
subject will be answe mei in the form of this master urgency list when 
it is issued, which I am told will be some time this month. T have 
no idea and no way of telling unless NPA tells us, which eng = is 
more important than the other, or the same engine possibly being 


{ 
built by two different contractors, one of which has a preference over 


the other. 

Senator Moopy. That is right—yvou have no Way of telling that 

Mr. Hayes. That is right. 

Senator Moony. The only question involved here, so far as your 
production is concerned, is whether the facilities of your company now 
are large enough to meet what should be reearded, as I think. as the 
very urgent requirement of the services. 

You say you produced 300 a month during the war. Perhaps 
might be well to clarify why you cannot produce that many now. 
You are operating three shifts 6 days a week and producing around 
SO machines. Why is it possible to produce on ily a little more than 
a quarter as many as you did during the war ¢ 

Mr. Hayes. Well, there are very good reasons, Senator. In the 
first place, the machines which we built during World War IT were 
of an entirely different color. They were lighter, they did not. re 
quire the precision machining operations. they had fewer parts. 

For example, the vertical turret lathe which we built during World 
War II had slightly over 300 different parts in it. Today the Cut 
Master, which is the current model, has approximately 850 different 
parts in it. 
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Senator Moopy. Eighty hundred and fifty as compared with how 
many ¢ 

Mr. Hayes. Slightly over 300. In other words, there is, say, 2144 
times, at least, nearly 3 times, the number of individual parts. 

Senator Moopy. In other words, the same advance in science which 
has affected the bomb sight, the airplane, the atomic weapens, and 
everything else, is tr: anslated into machine tools, and probably one 
is the cause of the other; because if you are making much more com- 
plicated things, why, you need much more precise tools, I should 
judge. 

Mr. monreie It is something like which comes first, the hen or the 
egg—for the reason that the more complex and precise the product 
which we are required to machine component parts of, means that 
we must build a machine which is capable of producing work to that 
accuracy and specifications. 

Senator Moopy. That is right. Are you turning out as much work 
in volume, that is, are you employing as many people and turning out 
as much work as you were at the end of World War I1/ Leaving out 
the number of machines, which may be a little bit, according to your 
statement, like apples and bananas, are you producing as much now 
as vou were in the Second War? 

Mr. Haves. Well, in terms of just what’ It would be a hard way 
to describe—— 

Senator Moopy. Dollar value, for example. Of course, there is a 
change in the value of the dollar there. 

Mr. Hayes. There is a change in the products, there is a change in 
the complexity of the product, there is a change in the dollar value. 
So it is almost impossible to draw a comparison in that direction, 

Senator Moopy. Let me ask you this: Did you operate any plant in 
the Second World War that you are not operating now ¢ 

Mr. Hayes. No. In fact, we have slightly more floor space today 
than we had in World War II. 

Senator Moopy. Are your production processes of these more com- 
plicated and modern machines as efficient as they were on previous 
machines in World War II ¢ 

Mr. Hayes. Very much so. The complexity of the product, and the 
fact that this heavy—the Cut Master, size for size, may be nearly as 
much as double in weight of its counterpart built in World War II. 
Consequently, the equipment and operations which the part has to be 
put through in fabrication require more floor space to the extent that 
we couldn't possibly use effectively as many people as we did at our 
peak in World War Il. In other words, the floor space is ata pre 
mium. ‘The operations are different. The equipment required is dif 
ferent. The preduct is different. All I can say is that in compari 
son with World War II today we are turning out everything the 
plant will turn out with its present facilities, and we still have an 
other increase in output to go, approximately 20 percent. 

Mr. Buntarp. May I say “something there, Senator ? 

Senator Moopy. Of course, Mr. Bullard. 

Mr. Boutiarp. During World War IT we had the walls bulging with 
machinery. We still have them bulging with machinery, but bigger 
machinery that won't occupy so many men or keep so many busy. We 
have a few more machines coming in, which Mr. Hayes is going to 
touch on in his report here. When we get those things in there our 
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walls will be bulging. The floor space is, as he said, at a definite 
premium. 

Senator Moopy. How many did you employ at the peak of World 
War II? 

Mr. Butiarp. At one time it reached 6,500. 

Mr. Hayes. We could effectively employ that many, then, on a 
three-shift basis, whereas today we cannot. There is a ‘complet e dif- 
ference in the equipment and the operation. 

Senator Moopy. There is also a difference in the airplane that you 
are helping to make, which is perhaps part of the reason for it. 

Mr. Hayes. We had a large part in the reciprocating type of engine 
program in World War II, just as we have today in the jet engine 
program, which requires entirely different types of machines. 

Senator Moony. That is right. 

Mr. Hayes. Shall I proceed now ? 

Senator Moopy. Please do. 

Mr. Hayes. The single spindle vertical turret lathe is a type of 
machine which is generally used in the manufacture of both piston and 
jet type of aircraft engines, component parts for tanks, and other 
ordnance items. Hereinafter in this statement, I will deal primarily 
with machines of this type, since it is the one which has been in most 
demand, and also has presented the greatest problem to us in endeavor- 
ing to meet the demand created by the defense oer um. 

Our single spindle vertical turret lathes are built in two different 
types. One is known as the Cut Master Vertical Turret Lathe and is 
a manually operated machine. 

I thought, Senator, you might better understand what this thing 
is that we are building. 

Senator Moopy. I have seen them in action. 

Mr. Hayes. You have? 

Senator Moopy. Surely. 

Mr. Hayes. You said that a minute ago. Excuse me. 

Senator Moopy. That was not the first time. Being a Detroiter I 
am fairly familiar with the interior of plants, although I am not a 
production man. 

Mr. Hayes. Well, in Detroit normally they use our Mult-Au-Matic, 
which are multiple spindle machines, for automotive parts. 

‘Today Detroit is buying this type of machine for jet engine pro 
duction, something they normally never use. 

Senator Moopy. Why should they rather have a single? 

ir. Hayes. Well, for this reason: Just by comparison of size, take 
one of the largest parts on an automobile is the brake drum, which 
might be about 16 inches in diameter. Now that goes on a multispindle 
machine of ours, and we turn them out about a hundred an hour. The 
jet engine, which is one of the prime problems of today to manufacture, 
has a succession of compressor wheels anywhere from up to 12 and 16 
stages. 

Those wheels are somewhere around an average of 24-26 inches in 
diameter, So you cannot—we have and no one else has a multispindle 
machine which will produce those wheels to the accuracy required on 
the multispindle principle. So it then comes to this type of machine 
which has the swing capacity necessary for that class of work. 

Senator Moony. Let me ask you this: When they say 42-inch, what 
are the 42 inches they are talking about? Point that out on the chart. 
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Mr. Hayes. The 42-inch is the diameter of this chuck in our type 
of machine | indicating]. The normal sizes of machines in each ease, 
in all sizes, is the same as the diameter of chuck or table. 

Senator Moopy. So it would be possible to use a 42-inch to do smaller 
work but not larger work; is that right ? 

Mr. Hayes. That is right. For instance, the compressor casing 
cannot be accommodated on this machine. That requires 54-inch at 
least. The height of this machine runs «bout 10 feet—10 feet of it is 
shown here, but you require a maximum of 12 feet. It weighs about 
36,000 pounds, 

Senator Moopy. Yes, I know it is a very efficient tool all right. 

Mr. Hayes. The second is known as the Man-Au-Trol Vertical Tur- 
ret Lathe, and is an automatic machine. The productivity of the 
Man-Au-Trol is approximately three to four times that of the Cut 
Master by reason of the automatic features. Whether or not the auto- 
matic features of the Man-Au-Trol type can be used to advantage, de 
pends upon _ y pe and class of work which is to be machined. 

In the fall of 1950, we made commitments of our own funds for 

‘apital wasn nt necessary to further increase our production, and 
continued to employ ace litional personnel. Our own commitments for 

“apts - equipment have totaled approximately $1.5 million, but only 
one-third of this was received by the end of the vear 1950. During 
the vear 1951, an additional S785,000 represented by the afore- 
mentioned commitment was received, and currently, we have com- 
mitments still outstanding of $260,000 for equipment not yet received. 
Those were substantial commitments in relation to our invested capital 
of approximately $8,550,000 as of June 30, 1950. 

Senator Moopy. = hat | Keine l of equi ait nt are you still waiting for? 

Mr. Hares. Well, we ive some planer type milling machines not vel 
shipped in. 

Senator Moopy. From where are you ordering those 

Mr. Hayes. Those are coming from the Ingersoll Machine Co. in 
Rockford, and some drilling equipment, miscellaneous. Most of the 
promises we have are more or less satisfactory. The fact is, we haven’t 
Prot it vet. 

Senator Moony. Has the delay in delivering those machines delayed 
your production 4 

Mr. Hayes. Well, not currently. We were up against that a vear 
ago, but we have caught up in that respect. This equipment that is 
vet to come in is related to the next increase in output which is vet 
to be realized. 

Phat equipme nt which did not come in on time, we made provisions 
to take care of it by subcontracting methods as far as we could, and we 
put ends together as best we conld. As a matter of fact, only last 
month we made commitments for practically $130,000 for additional 
equipment still to meet our schedules as planned. 

sy the end of November 1950, at the then projected rate of pro 
duction, we had a 15 months’ backlog. Believing this to be a serious 
situation, inasmuch as the requirements for this equipment, as stated 
to us by the individual contractors, indicated a critical necessity in a 
much shorter period of time, we called this to the attention of the 
National Production Authority in our letter of November 28, 1950. a 
copV of which, marked “Exhibit > I submit for the record. (See 
p. 475. 


/ 
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As L indicated by that letter, some matters of paramount Importance 
to us at that time included : 

(a) Whether or not an adequate and even supply of materials would 
be made available to us; 

(6) Whether or not we would receive necessary capital equipment 
in time to meet our planned schedules ; 

(c) Whether or not priorities would be granted in order to assure 
delivery to us of such materials and capital equipment ; 

(d) What would be the scope of the defense program and what 
quantities of machine tools to be produced would be e xpec ted of us; 

(e) What measures would be taken to assist us in Increasing pro- 
duction to whatever extent necessary in order to meet the require- 
ments in terms of time then evident in the form of required delivery 
dates established by defense contractors. 

With these questions in mind, we maintained close contact with the 
National Production Authority, and again recorded developments in 
our letter of December 28, 1950, a copy of which marked “Exhibit EK,” 
l also submit for the record. (For exhibits see p. 476.) 

At this time, we already had established a Subcontract Division, 
charged with the responsibility of locating outside sources for foundry 
and machining work. Such foundry capacity was necessary to supple- 
ment the capacity of our own foundry and supplemental machining 
capacity was necessary in order to ac hieve our planned rate of produc - 
tion. I will deal with the subject of “subcontracting” in more detail 
later on in this statement, 

We turned the year end 1950 with a backlog of equal to 2 years of 
our productive capacity as then planned even though this planned rate 
of production was then three times that of our actual rate of produc- 
tion in June 1950, 

Senator Moopy. You had increased production three times in 6 
months but still had a 2-year backlog ¢ 

Mr. Hayes. That is right. We of course, always exert our best 
efforts to base our planning for production on the best estimates we 
can make of the demand for our products, but in the final analysis 
commitments for expansion of production necessarily must have a 
close relationship to the receipt of firm orders. An even higher rate 
of receipt of new orders was evident during the first quarter of 1951, 
requiring that we again revise our production planning and increase 
our projected rate of production in an effort to maintain schedules 
so far as possible parallel to the demand, and to minimize time neces- 

sary to meet such demand in view of the requirements given to us by 
defense contractors in terms of time. The status of the order picture 
at. that time is graphically shown by the chart which is exhibit C. 
And I have already referred to that climb as the green line. (See 
chart p. 474.) 

In January 1951 it was decided to streamline our production, by dis- 
continuing manufacture of certain machines, which, obviously were 
not in critical demand by the defense program. 

At this time, the Air Force showed great interest in our productive 
capacity for the single-spindle mac hines, and discussed with us pos- 
sible methods of increasing production. One suggested method in- 
volved plant expansion by addition of floor space and facilities. A 
proposal was submitted to the Air Force to include all facilities and 
buildings deemed hecessaryv to double the production then thought 
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possible within the limits of the then existing floor space. This nego- 
tiation with the Air Force and other matters concerning our efforts 
to expand our facilities are dealt with in more detail later in this 
statement. The accomplishment of such an additional expansion 
without financial assistance from the Government was, in our judg- 
ment, not feasible or financially possible for our company. 

Under date of July 31, 1951, we summarized in letter form to the 
National Production Authority all developments and operations 
which had taken place in the first year following the outbreak in 
Korea. I submit a copy of that letter, marked “E xhibit F,” for the 
record. (For exhibit see p. 476.) 

I would like to say there is a slight discrepancy in the employment 
figures stated in that letter of July : 

Senator Moopy. What page of the letter / 

Mr. Hayes. Page 2 of the letter, item 2, near the bottom of the 
page. 

Senator Moony. I see it. 

Mr. Hayes. Where I have said at that time—and those were the 
figures which had been given to me by someone else—I said 1,250 in 
July of 1950, it should have been 1,400. It is according to our per- 
manent record 1,400. 

Senator Moopy. This is 1,275. 

Mr. Hayes. That is right, 1,275. It should be 1,400. 

Senator Moopy. All right. 

Mr. Hayes. And also the 2,700 stated for January 1951 should 
have been 2,200. There was a double error there, but the corrected 
figures are from our permanent record and are right. 

Our total efforts to increase production, including subcontracting 
methods and increased employment, resulted in a total production for 
the year 1951 of 21% times the volume shipped in 1950. By this time, 
cur total employment had increased to 3,380, and we had reached the 
limit of our ordinary bank credit, making it necessary to obtain a 

-loan in order to finance our expanded operations. This will be ex- 
plained in further detail later. 

Our current rate of production is four times that of 1950 and our 
total shipments for the year 1952 are expected to be almost double those 
of the year 1951. 

The steady increase in our scheduled rates of production of single 
spindle ve rtical turret lathes from 15 units a month in July 1950 to 78 
units a month in January 1952, is shown on the sheet which I submit 
for the record, marked “Exhibit F-1.” (For exhibit see p. 480) and 
which also shows, it will be noted, the breakdown of total units by 
size of machines. Accomplishment of these scheduled rates of pro- 
duction can readily be seen from the shipment record included on 
exhibit C (p. 474.) 

In other words, by comparing the two exhibits it can be seen that 
we at least have achieved the best that we could schedule within our 
capacity. 

Senator Moopy. I am sure that is true, Mr. Hayes. 

Mr. Hayes. I wanted to stress that Senator, because this whole 
period has been a source of real concern to us, because we have recog 
nized our responsibility in the defense program. It has been rathei 
frustrating not to be able to increase production to the point indicated 
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necessary by the demand, and with the backlog we now have, it is 
still a serious problem, and we recognize it. 

Senator Moopy. That is right. That, of course, was the point of the 
questions I directed at some of the witnesses about this General Motors 
contract, or Fisher Body contract, because they do have, as you know, 
a very great flexibility in their productive capacity. W hile the com- 
mittee realizes what someone called the feast-and-famine nature of 
the machine-tool industry, and we know also that there may be prob- 
lems lying ahead for it, it does seem to me at least that we want to get 
our military strength up, our air strength up, just as fast as we can, 
and we could do it more rapidly by having production in two different 
companies even though the Government had to take subsequent action 
outlined here by Mr. “Boyer a couple of weeks ago in testimony, which 
would be a stabilization program for the mac +hine-tool indus try. You 
are, Tam sure, familiar with what is in the works on that. 

Mr. Hayes. I have heard some of it, ves. 

Senator Moony. To some extent. That is my only interest in this 
contract—whether or not it would not be a good thing to get this great 
production at a time when it could be obtained. 

Mr. Hayes. Well that, of course, is a lengthy story in itself. 

Senator Moopy. Why don’t you go ahead / 

Mr. Hayrs. I know how interested you are in that. 

Senator Moopy. I assure you my interest does not happen to relate 
to the fact that General Motors is a Detroit firm or anything else. Of 
course, we would like to have all the employment in the State of Michi- 
gan we can get, but this is merely a question of how we can get our 
strength up most rapidly, and I am sure you are interested in the 
matter the same as Iam. 

Mr. Mayers. Yes. Of course, I did not mean to infer it was a local 
problem. 

Senator Moopy. I just wanted to let you know what is the principal 
point of interest as far as I am concerned. 

Mr. Hayes. The increase which concurrently took place in our ba 
log of single-spindle, vertical-turret lathes is show n by the sheet whic i 
I submit for the record marked “Exhibit F-2.” (For exhibit see p: 
81.) It will be seen that the backlog rose from a total of 200 units in 
December 1950 to 1,511 mn Decembe or 1951, then aa ped back to 1,166 
in January 1952, and currently is approximately 1,200 units. 

Asa matter of fact, at the c aa of business for he month of March, 
last night, I learned by telephone tod: ly that the total is 1,189. So you 
see where I said a while ago that we were beginning to eat into our 
backlog it is only very slight. 

Senator Moopy. By the way, do you have any suggestions as to how 
that backlog could be eaten into more rapidly ? 

Mr. Hayes. Well, Senator, I think first of all it is a question of 
determining just what is the critical necessity in terms of time for these 
machines, and that should be brought out by this master urgenc y list. 
The fact that we have 1,200 machine units on order may not be as 
critical as it sounds if they are not required until 1953. 

Senator Moopy. That is right. 

Mr. Hayes. And that I don’t know yet. 

Senator Moony. Of course, the danger, as I see it, Mr. Hayes—and 
I am not saying this is the case, but T am saying this is a possible 
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danger—is that it will be said that we can’t get the machines any 
more rapidly than this, therefore, we will set our schedules to meet 
that presently possible production, Then they will go around the 
other way and say, well, it isn’t necessary to increase the presently 
possible production because the goal calls for only this many. 

Now I think they have got to look at the situation from the stand- 
point of whether or not a readjustment of schedules upward would 
make it possible to deliver more airplanes more rapidly. I think 
that the figures as they now exist, showing much greater strength, par- 
ticularly in jet fighters that the Russians have, is a source of great 
danger to the country, particularly when they also have a stockpile 
of atomic bombs. I know they are not going to deliver full-scale 
atomic bombs with jet fighters, but neve rtheless they also have bomb- 
ers, and the vast fighter ‘strength that they have might give them the 
idea that perhaps they could knock our bombers down; and therefore 
they might be going to make an attempt against us that they wouldn't 
otherwise make if we had a stronger force. That is the point at issue 
it seems to me. 

Mr. Hayes. I understand your point of view. Unfortunately, as 
far as I am concerned, it is one of those things that in spite of the 
master plan is something over my head and beyond our control per- 
sonally—as to the relationship between the production of such items 
as tanks and planes in comparison with the machine-tool supply. 

Senator Moopy. In other words, you produce them just as fast as 
you can. 

Mr. Hayes. Absolutely. If the demand were increased to the 
extent where it seemed practical to double our production, by one 
means or another, we certainly would go all out for it, provided we 
can have the means to do it and still maintain our financial structure, 
which is something we have to consider. 

Senator Moopy. And that is the sort of situation where it might 
be wise to go ahead with a contract like this subcontract with Fisher, 
so you wouldn't have to build a new plant; is that right ? 

Mr. Haves. Under certain circumstances that might ve ry likely be 
the thing to do. 

Senator Moopy. Did you feel that. the Fisher people could make 
these machines competently ¢ 

Mr. Hayes. Competently ? 

Senator Moopy. Did you feel they could make the machines? 

Mr. Hayes. Yes; we felt they could make the machines. There 
is no question as to their ability to produce the machines whatsoever. 
In fact, we felt that they had made very great progress toward that 
objective. 

Senator Moopy. They were just about to go into production, as a 
matter of fact, were they not? 

Mr. Hayes. They were approximately 2 months away from produc- 
ing the first machine. 

Senator Moopy. When their contract was canceled ? 

Mr. Hayes. When it was terminated. 

Senator Moony. That was terminated when? 

Mr. Hayes. February 6. 

Senator Moony. So they would be in production now if it had not 
been canceled ? 
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Mr. Hayes. Well, yes; they would have, according to schedule, had 
the first machine probably in test-run today, this week perhaps 

Senator Moopy. Yes. 

Mr. Hayes. According to schedule. 

Shall I proceed, Senator ¢ 

Senator Moony. Please do. 

Mr. Hayes. It has been necessary to plan our production in accord 
ance with the requirements as established by receipt of orders and by 
shipment instructions from NPA, since no over-all requirements for 
the defense program were available. The fact that no master urgency 
list of contracts was made available made it exceedingly difficult to 
obtain a true picture of the critical requirements for our machines. 
Such a list would have established preference for all defense con- 
tractors, and it then would have become a relatively simple matter to 
schedule machines for shipment to defense contractors in accordance 
with their urgency rating. This function was accomplished very 
simply during World War IT through the use of the master urgency 
list and WPB Order E-1-—(b). 

Senator Moopy. It has taken an awful long time to get that list, 
hasn't it ¢ 

Mr. Hayrs. Well—— 

Senator Moopy. Go right ahead. 

Mr. Hayes. I would like to skip that, too, 

Up to this point in my statement, Senator, I have outlined broadly 
what we have been through, and from this point on there are seve ral 
phases which I would like to deal with individually. 

Senator Moopy. Is there any part of this that you would like to 
put in the record ¢ 

Mr. Haves. Most of it, I think, is very pertinent to the subject. 

Senator Moopy. All right, go ahead. 

Mr. Hayes. For instanee, this part I am coming to now hav ing to 
do with subcontracting is one of the items vou mentioned in vour 
letter. 

Senator Moopy. Go right ahead. 

Mr. Tlayrs. As I mentioned earlier in this statement. in the latter 
part of L950 we established a subcontract division. adding spemiial 
to this division as our efforts expanded in this direction. 

Ordinarily, our own gray iron foundry is suflicient to supply our 
requirements for castings. However, at the increased production rate 
which we had planned at that time, it became necessary to find supple 
mental foundry capacity. 

In this respect more than 60 foundries were contacted, of which 
we have about 18 actually making castings for us. The quantity re- 
ceived quarterly during the year 1951 from these subcontracting 
foundries is as follows, with corresponding dollar value indicated: 


During the first quarter of 1952 up to and including March 22 we 
have received a total quantity from these foundries of 2 L106 .000 pounds 
valued at $355,000. 
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Outstanding commitments for iron castings presently total $712,250 
for a total of 4,208,000 pounds of castings. Such commitments will be 
increased by additional orders commensurate with schedule require- 
ments, 

‘Time and money were necessary to furnish these foundries with pat- 
terns and flask equipment preparatory to actual casting work. 

It also was necessary to locate outside sources for machining of parts 
and units in order to perene machine capacity supplemental to that 
existing 1n our own plant. 

In this respect, we have been in direct contact with potential sub- 
contractors, numbering slightly over 1,000. Many others were 
searched out indirectly, but were abandoned on finding that there was 
no possibility of their handling work for us for one reason or another. 

Of this entire number, we have utilized some facilities in approxi- 
mately 60 subcontractors’ plants. The area in which these contracts 
were made extends from New England to as far west as Ohio and 
Michigan, and including other States located in between these ex- 
tremities. 

As of March 1, 1952, we had received subcontracted work totaling 
approximately $1.5 million, and as of the same date, had close to $4 
million outstanding in the form of commitments. On the average, this 
subcontracted work cost the Bullard Co. about double our own manu- 
facturing cost, and approximately 16 percent of our total hours are 
subcontracted. 

From this, it readily can be seen why price relief to include sub- 
contract cost was so necessary to the machine tool industry in the early 
months of 1951, and certainly justified the issuance of revised ceiling 
price controls which included allowance for subcontract cost. 

Karly in 1951, it became quite evident in the face of the volume of 
orders being received, and in view of their urgency in terms of time, 
that we should explore the facilities necessary for futher planned 
increases in production and methods of financing such additional 
facilities. 

As a matter of fact, this was discussed with the Industrial Plan 
ning Division of the Air Force at Wright Field in January 1951 re- 
sulting in their request of us to submit a proposal for expansion. 

Under date of January 15, 1951, we submitted a proposal to the Air 
Force totaling slightly over $7 million, eovering additional buildings 
and facilities necessary to increase the then planned rate of production 
of 30 single-spindle units per month to 60 per month. 

After having submitted this proposal to Wright Field, we were in- 
formed that it would not be possible for the Air Force to use their 
funds for this purpose. As an alternate, they offered to allow us to 
screen their list of reserve equipment against our requirements, par- 
ticularly for machine tools. In process of doing this, we located in 
their files, 68 machine tool items. Upon receipt of these machines in 
our plant, we found a few of them not in accordance with the 
description contained in their files. The net result was that 64 were 
found usable, and these are now in operation. 

On most of these machines, it became necessary to purchase replace- 
ment parts and make certain repairs before the machines could be 
placed in operation. These machines were valued at $114 million and 
under contract with the Air Force, we pay a rental fee of 1 percent 
per month. 
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Through the same process, we located 12 machine tools from the 
Reserves of the Army Engineers, and these are in operation on gen- 
erally the same rental contract basis. 

The machine tools obtained from these two sources did not entirely 
satisfy our requirements. In discussing this in June of 1951 with 
Mr. H. K. Clark, then Executive Vice Chairman of the Munitions 
Board, he offered to have other military reserves screened, and in this 
regard, we submitted a list of required machine tools under date of 
June 13, 1951, to Mr. Clark. 

At that time, it was quite apparent that if we did not receive these 
machine tools, we would not be able to achieve our then planned ob- 
jective of 60 single-spindle machines per month. This therefore was 
a very critical situation, wherein a machine tool builder could not 
obtain necessary machine tools to build machine tools. 

Subsequently, during the month of July, and at the request of the 
Air Force, we submitted a proposal under date of July 24, 1951, total- 
ing $15,500,000—for buildings and facilities deemed necessary to in- 
crease our planned production from 60 per month to 120 per month. 

Senator Moopy. When you submitted in July of 1951 a proposal 
of $15 million to expand plant facilities that was not an unusual ac- 
tion, was it? I mean, it would have been your money invested by you 
under certificate of necessity with tax amortization—or would it have 
been a Government plan? 

Mr. Hayes. No, the plan being discussed at that time was the ex- 


penditure of Government funds. We had already gone as far in that 
direction as we could with our own funds. 

Senator Moopy. But the law does not permit that in this mobiliza- 
tion, does it? It did during the Second World War, but I believe that 


the law does not permit it now. 

Mr. Hayes. I believe that was the reason why it was discarded as 
a proposal. 

Senator Moopy. You say that was the reason they discarded the 
proposal. Would that have gone through, do you feel, if the legal 
authority had existed in the Air Force to authorize you to expand the 
plant ¢ 

Mr. Hayes. Well, if World War II could have been used as any 
precedent, I suppose it might have. The Air Force was supremely 
interested in the supply and demand of our type machine tools, and 
for that reason they asked us to submit this proposal, and then they 
found out they could not use their own funds for that purpose. 

Senator Mcopvy. They could not use them because the law did not 
permit them to use them ¢ 

Mr. Hayes. That is right. No action was taken on this proposal, 
and we were given to understand that it was not legally posible for 
the Air Force, or any other Government agency, to use Government 
funds for this purpose. 

Senator Moopy. That is right. When would you have been in pro 
duction on those additional Cut Masters 

Mr. Hayes. Well, we had hoped that a an expansion might have 
been executed over a period of possibly 8 or 10 months. 

Senator Moopy. So you would be in production now making these 
additional tools if the Government could have used its funds to do 
that? 

Mr. Hayes. I think so. 
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Senator Moopy. Let me ask a question slightly off the point—but 
really it isn’t. I will tell you why then. Do you think it would be 
socialistic for the Government to do that # 

Mr. Hayes. I do not know that I quite understand the question, 
except if it were necessary from a defense point of view, I should not 
think it could be construed as socialistic. 

Senator Moopy. So your answer is “No”; is that right? That is, if 
it were necessary ¢ 

Mr. Hayes. Under those circumstances, yes. 

Senator Moopy. I am certainly not advocating the Government go 
ing into the machine tool business or anything like that. I mean when 
the country needs machine tools or any other similar urgent items, do 
you feel th: at the action I referred to is socialistic / 

Mr. Hayes. I would put it this way, Senator: That if the Govern- 
ment had seen fit to expend this amount of money for the expansion of 
plants necessary to produce these tools, that would not be parallel to 
the idea usually referred to as nationalization of industry, because it 
would have still been a plant under our own private management. 

Senator Moopy. That isr ight. 

Mr. Hayes. It would have been the same thing that was done in 
World War IT in the former Defense Plant Corporation, for instance, 
where the buildings and facilities were supplied by expenditure of 
Government funds. 

Senator Moopy. So you feel that during World War IT, or you ap- 
pear to feel, that was an effective means of expanding military 
production ¢ 

Mr. Hayes. I think if it had not been done in World War IT the 


final results would not have been as fine as they were. 


Senator Moopy. Now you do not favor the Government going into 


business, do you, on a soc lalistic basis? 

Mr. Hayes. I would rather not get into an y political 

Senator Moopy. I just want you to tell me what you think, and | 
will tell you why Iam asking. 

Mr. Hayes. I am in favor of private enterprise. If I may answer 
that way. 

Senator Moopy. Soam I. The reason I am asking these questions, 
so you will not be mystified, is this: That a year ago before July 1951 
there was pending before the Banking and Currene vy Committee, of 
which I am a member, a proposal to authorize a precise parallel to the 
suthority that was had in World War IL. It was asked by the Presi 
dent, asked by Charlie Wilson and others. It was attacked on the 
vrounds of being sen rrr and the Senate would not approve it. 

I was attacked, by the way, for being socialistic, for advocating it, 
although that is not important because I do not think anybody would 
pay any attention to it. But so many times that label is thrown around 
when it should not be, and I just thought that since you brought that 
in here—that you could have been m: aking more of this scarce item now 
if they had gone ahead and done what they should have done last 
ve: iw—I_ thought it might be a good thine to nail that point down 
while going by. 

Mr. Hayes. If it had been done, we would be well on our way today 
o achieving the rate of 120, whereas we stand today at 61. 
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Senator Moopy. You stand today at 61, and if that had been done, 
you would have been approaching double your production; is that 
right ¢ 

Mr. Hayes. That is right, provided that the necessary green light 
on priorities, procurement of materials, facilities and everything else 
went with it. 

Senator Moony. Of course. 

Would you go so far, Mr. Hayes, as to say if there is a shortage of 
jet airplanes today because of a shortage of Bullards, that that would 
have been to a substantial degree alleviated had this program that you 
submitted at the request of the Air Force been carried forward ? 

Mr. Hayes. Well, I think that if we could eat into the green column 
on that chart twice as fast as we are doing now, it would have an ob- 
vious effect. 

Senator Moopy. Your answer is “Yes,” then ? 

Mr. Hayrs. That is right. I believe there would be other factors 
besides Bullard machine tools in the picture, too. 

Senator Moopy. Yes, indeed. 

Mr. Hayes. Assuming everything could be coordinated in that way. 

Senator Moopy. That is right. But you see the charge has been 
made that this is the bottleneck and that machine tools are the greatest 
factor in holding up production of jet engines. As a matter of fact, 
as you know, the cancellation of this General Motors contract came 
under criticism on the grounds that here was a contractor ready to 
produce a severely needed tool, and the contract was canceled. 

Now, it seems to me if this program had been carried forward a year 
ago we might not have needed that contract. 

Mr. Hayes. Had such a program as we referred to here, this $151/ 
million program, been followed out, it would have served to expand 
our production or our output on all sizes of machines in proportion to 
the demand for its size. 

I think everyone appreciates that you cannot build a jet engine on 
just one size of machine, regardless of what ty pe of machine it is. 

Senator Moony. That is right. 

Mr. Hayes. There are many different parts involved, and this would 
have given us 120 machines of all sizes of these single spindles. 
Where you need 30-inch machines in some engines for compressor 
wheels, and in others you need 42-inch, and some require 42-inch for 
the nozzle diaphragms and others require 54, and some of the burner 
assemblies around 64-inch, it would have evened out the demand by 
creating a supply of all sizes required. 

Senator Moopy. There may be a discrepancy here—you said plant 
production was from 60 to 120 a month, and a while ago you said you 
were making 75 a month. 

Mr. Hayes. That is right. 

Senator Moony. So it would be from 75 to 120, right ? 

Mr. Hayes. No. 

Senator Moopy. Or have vou raised your planned production level / 

Mr. Hayes. The planned production has been raised. At the time 
in July 1951 our plan top was 60. It is now 78 planned as of last No- 
vember, I think it was. Yes. In November we planned 78, which 
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was to take effect in October of this year. So there is still a lot of 
difference between 78 top and 120. 

As a matter of fact, we were referred to the National Production 
Authority, and after discussing the matter with officials there, at their 
request, we sent a copy of the expansion proposal of July 24 to Mr. H. 
L. Tigges under date of August 38,1951. No action was taken by this 
age ne y. 

Subsequently, but not until November 26, 1951, did we receive a 
letter of intent from General Services Administration, covering 28 
items of equipment, valued at $1,650,000, such equipment. being con- 
sidered as necessary to accomplish the rate of production then planned 
and to take effect later on in 1952. 

As of March 15 of this year, only 14 of these items have been re- 
ceived, but delivery promises on the balance of 14 items are niore or 
less satisfactory. 

When all of this equipment has been received and put into operation, 
we will have absolutely no more available floor space for production 
equipment, 

New facilities procured with Government funds under this letter 
of intent are placed in our plant on a rental basis of 1 percent per 
month based on the purchase price of such equipment. 

Matters such as I have touched on so far, in this statement, as serious 
as they were, are not to be considered as the least of our worries. Other 
matters, such as wage controls, price controls, material controls, to- 
gether with responsibilities connected with financing of expanded 
operations, collectively served to make the general situation even 
more complex. 1 shall endeavor to outline developments in respect 
to these matters. 

Because we were operating under depressed circumstances, we did 
not find it possible to offer a general wage increase to our employees 
until September 1950, this being the first general increase given to 
them since March 1946. This increase did not bring our wage scale to 
a level which compared favorably in our community. T herefor e, after 
several weeks of study and deliberation, on January 26, 1951, our exec- 
utive committee decided on a 15-cent wage increase retroactive to Jan- 
uary 1, 1951. 

Just’ after this decision had been made, we learned of the Govern 
ment’s action in freezing wages, which made it necessary for us to 
qualify our announcement made to the employees pending ¢ ‘larification 
and receipt of the order issued by the Wage Stabilization Board. 

Upon receipt of this, we found it possible to give the employees 7 
cents of the 15, retroactive to January 1, 1951, and made proper appli 
cation to WSB for authorization to pay the remaining 8 cents. How- 
ever, it was not until June 20, 1951, that we received approval to pay 
this amount, which was also made retroactive to January 1, 1951. 

Senator Moopy. You say, since you were not able to bring your 
wage scale to a level which compared favorably in your community 
before, in January 1951 you decided on a 15-cent wage increase ? 

Mr. Hayes. Yes; that is right. 

Senator Moony. And the imposition of the wage freeze held up 8 
cents of that until June 20, 1951, a delay of about 5 months; is that 
correct ? 

Mr. Hayes. That is right. 
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Senator Moopy. That resulted in excessive labor turn-over, as I 
understand it ¢ 

Mr. Hayes. Well, we believe that was a contributing cause to the 
turn-over. 

During the year 1951, we experienced an excessive labor turn-over. 
The number of accessions and terminations on a monthly basis is 
recorded on a sheet marked “Exhibit G,” which I submit for the 
record. (For exhibit see p. 482.) Such a high rate of turn-over as 
there recorded is costly in that a period of from 3 to 8 weeks is neces- 
sary to train inexperienced labor for machine operators during which 
period their efficiency and productive capacity is low. 

Issuance of the General Ceiling Price Regulation on January x6, 
1951, constituted a price roll-bac k so far as we were concerned, with 
regard for increased labor and material costs. GCPR was completely 
inadequate to allow us to expand to meet the demands that were made 
for our products, but nevertheless we proceeded with plans for 
expansion. 

Senator Moopy. Why did the issuance of the General Ceiling Price 
Regulation on January 26, 1951, constitute a roll-back ? 

Mr. Hayes. Because of the provisions of that regulation being 
roughly this: That in a base period stipulated by that regulation the 
shipments which you made during that base period established the 

ceiling price. And in the capital goods industry there is considerable 

lag between the time when an order is placed and when a shipment is 
made; so ¢ onsequently, during the base period established by GCPR 
we were shipping machines which had orders accepted at prices many 
months previously, without regard for the cost increases we had in 
the interim. 

Senator Moopy. Then you got your adjustment of 12 percent August 
27,1951? 

Mr. Hayes. Yes. I cover that in the next paragraph. 

It was not until May 4, 1951, that Ceiling Price Regulation 30 was 
issued, applicable to machinery and related manufactured goods. 
This regulation also was inadequate in that it did not allow such 
fundamental cost elements as subcontract cost, overtime, and shift 
pre mium, which are necessarily incurred in increasing production, 
These, however, were allowed by the so-called Machine Tool Supple- 
mentary Regulation 2, issued June 27,1951. Although in this interim 
period these costs were not allowed, we continued to operate on a 6-day 
week, three shifts, but made no further subcontract commitments. 

However, outstanding subcontract commitments were not canceled 
in the hope that, subsequently, these costs would be allowed since such 
subcontract capacity was vital to our over-all plant production in the 
defense effort. 

Revision No. 1 to Supplementary Regulation 2 of Ceiling Price Reg- 
ulation 30 was issued August 27, 1951, with specific reference to ma- 
chine tools and permitted the machine tool builder to add 12 percent 
to the pre-Korea base price, and include cost increases up to September 
10, 1951. 

The general effect of these changes to the original price regulations 
affecting the machine-tool builder was to eliminate obstacles to in- 
creases in planned rates of production and to stimulate plans for addi- 
tional increases in production. 
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We are very apprehensive as to the possibility of further increases 
in labor and material costs, and sincerely trust that stabilization of 
these component costs will be achieved and maintained, so that exist- 
ing ceiling price controls will remain adequate. 

The procurement of materials, since late 1950, has been a serious 
problem at frequent intervals. More than once, it seemed that our 
efforts to increase personnel and to add additional facilities would be 
fruitless, if we could not procure the necessary materials to process 
through the plant. 

Although we have not suffered a work stoppage for lack of material 
at any time, we have been on a more or less hand-to-mouth basis a 
good many times. During the past several months, we have been 
assured repeatedly that all necessary materials would be available to 
us by allotment under the controlled materials plan. Even so, we have 
experienced considerable difficulty in placing our alloy steel require- 
ments on the schedules of the steel mills, with the result that, fre- 
quently, it became necessary to locate such steel here and there in 
warehouses, although normally, we always have purchased alloy steel 
requirements from the mills. 

Several times we were informed by NPA that our applications for 
materials had been approved, only to find that when the allocations 
were actually made, severe cut-backs had been effected. As recently 
as January of this year, we were informed of cut-backs affecting our 
allocations for the second quarter of 1952 

Senator Moopy. Do you mean to say you were cut back in 1952? 

Mr. Hayes. That is right. 

Senator Moopy. On metals? 

Mr. Hayes. Yes. 

Senator Moopy. What metals? 

Mr. Hayes. Alloy steel. But we got the situation rectified. It is 
just one of those examples where a step like that was taken and necessi- 
tated another trip to Washington to get it all fixed up. It was a case 
where we could not reduce our requirements. We were perfectly 
honest in the application for that tonnage, and we had a real need for 
the specifications of steel stipulated in our application. 

Senator Moopy. Was your production held up? 

Mr. Hayes. No. We got it fixed up soon enough so we did not 
actually stop work. I merely point that out as an inconsistency in 
the over-all situation, where machine tools were in such a demand and 
yet there was this little quirk in the plan where we might not get the 
materials, 

Such action has necessitated visits in person to NPA to obtain the 
necessary material, which visits fortunately resulted in the allocations 
being changed to satisfy our requirements. 

On several occasions, we have been requested by authorities of NPA 
to accept down-graded substitutions for our standards in respect to 
alloy steels. This is a metallurgical and engineering problem, and 
some of the proposed substitutions were of such a nature that had 
we been forced to use them, we also would have been forced to remove 
the guaranty from our product. In other words, we would not be 
able to guarantee the performance of our equipment when fabricated 
from inferior materials. Fortunately, we were able to convince the 
NPA authorities that it was necessary to adhere to our standards in 
some cases. 
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Senator Moopy. I am glad to see that they did not insist on that. 

Mr. Hayes. Well, to be perfectly fair to NPA, I think that they 
have every right to look into those possibilities. 

Senator Moopy. Yes. 

Mr. Hayes. To conserve alloy ingredients wherever possible. 

Senator Moopy. They eal do it. : 

Mr. Hayes. In other cases, however, where the substitution was 
entirely allowable and sufficient safety factor was retained, we were 
more than willing to and did accept such substitutions. 

Precurement of commercial items used in our finished product have 
presented problems to us also. I refer to the procurement of such 
items as antifriction bearings, electric motors, and controls, et cetera. 
Due to the increased demand for items of this type, the lead time 
required by our vendors had increased by many months, and in some 
cases, nearly a totalof L year. ‘This means that we must place commit- 
ments with our vendors in exact proportion to the lead time which they 
require. 

This necessity requires accurate planning well in advance of the 

crystallized portion of our production schedule, to say nothing of 
the financial obligations incurred. I merely mention this from the 
standpoint that even purchasing procedures have become more com- 
plex for the machine tool builder, as well as any other industrial 
concern. 

For a concern of our size, having as of June 30, 1950, net assets of 
approximately $8,350,000, and presently $9,500,000, the financial 
aspects have been serious during the defense program. As mentioned 
before, we made commitments of our own funds in the amount of 
approximately $1.5 million for necessary equipment to increase pro- 
duction. 

In addition to this investment in fixed assets, the increased tempo 
of production has increased our working capital requirements for 
inventorv and receivables from $5.500.000 as of June 30. 1950. to 
$15,800,000 as of February 29, 1952. 

All of these factors demanded additional working capital, and it 
became necessary to first negotiate loans through private banking 
institutions, so far as our credit would permit, and, secondly, to re- 
place said private loans by a V-loan revolving credit of $10,000,000, 
which was accomplished in January 1952 with General Services Ad- 
ministration as guarantor. That guaranty was made possible as a 
result of a pool-order contract pli: iced by Ge neral Services Adminis- 
tration with us in August 1951 to cover machines on firm order with 
us. That contract did not call for any additional machines but served 
primarily as a vehicle for financing. 

I have dwelt on the foregoing matters concerning controls and finan- 
cial responsibilities because up to a point in this defense program 
they were factors which definitely hampered our efforts to increase 
production. However, presently, we feel that these situations have 
been very much improved upon by actions on the part of the re spon- 
sible Government agencies. We regret that such actions were not 
taken at an earlier date. which we feel sure would have been for the 
benefit of the entire defense program. 

Senator Moony. You say that some of these factors definitely ham- 
pered your effort to increase production. Was this July 1951 effort 
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to expand your plant the first time that you had discussed with the 
Government an expansion program ? 

Mr. Hayes. No. Earlier in the year 1951 we had submitted a pro- 
posal to the Air Force at their request for a total of $7 million. 

Senator Moopy. Did you come into the NPA before Mr. Wilson 
came into it and ask that general cognizance be taken of the special 
situation in the machine-tool industry and the fact that machine tools 
were going to be needed ? 

Mr. Hayes. Yes; I think there is good evidence of that in the form 
of the letters which are submitted here, dated in November and De- 
cember 1950, addressed to NPA. 

We were calling their attention then to how critical the situation 
seemed to be. That is exhibits D and E. (For exhibits see p. 475- 
476.) In both of those letters we pointed out that the situation seemed 
to be somewhat parallel to that which had developed 10 years earlier 
and were wondering what was proposed to adequately take care of it. 

Senator Moopy. With whom did you discuss this? 

Mr. Hayes. I believe those letters are addressed to Mr. Fitzgerald, 
but the contents were discussed with Mr. Marshall Smith and Mr. 
Herbert Tigges at that time. 

Senator Moopy. Did you ever discuss them with General Harrison? 

Mr. Hayes. I, myself, no. 

Senator Moopy. Did anybody ? 

Mr. Hayes. No, not from our company. No; not that I know of. 

We understood, however, from the individuals whom we were in 
contact with, that they were keeping General Harrison posted as to 
what the machine tool situation was. 

I did hear General Harrison deliver a public address at one time, 
at about this time, too, in which he made the statement that there was 
plenty of machine tool capacity in the country, and it would be foolish 
to expand the machine tool industry for the reason that this was a 
short-term defense program and it was not necessary. 

Senator Moopy. What was a short-term defense program 4 

Mr. Hayes. Beg pardon? 

Senator Moopy. You mean the entire program was a short-term 
program ? ; 

Mr. Hayes. The increase, the upswing of the defense program was 
short-term. 

Senator Moopy. There was obviously a gross miscalculation there. 
There is no doubt about that. 

Mr. Hayes. As it turned out; yes. 

Perhaps I should identify Mr. Marshall Smith and Herbert Tigges. 
At that time Mr. Marshall Smith was director of the Metal Working 
Equipment Division of NPA, and Mr. Tigges was in an adivsory 
consultant capacity. 

I come now to Air Force Contract A F-33 (038)-20099. In January 
1951, the Air Force, anticipating their requirements for machine tools 
of our manufacture, requested us to submit a proposal to cover 519 
machine units, all of which were of the single-spindle type, but of 
different sizes and specifications. 

Senator Moopy. Is that the so-called Fisher contract ? 

Mr. Hayes. No, sir: that is the contract direct with the Bullard 
Co. fpr 519 machine units. 

Senator Moopy. The other one was 757, was it not ? 
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Mr. Hayes. Yes, it was. That was issued under a GSA contract 
number. 

Senator Moony. I see. 

Mr. Hayes. We complied with their request, and as a result, on 
January 22,1951, a letter of intent was issued to us and amended as of 
January 25, 1951, to cover the manufacture of 519 machine units. 
We proceeded with planning and work under that letter of intent 
without waiting to work out a definitive contract. The negotiation 
of the contract took several months—the chief obst: - le being the 
restrictions imposed on us by GCPR of January 26, 1951, which situ- 
ation was not entirely relieved until the issuance of Revision 1 to 
Supplementary Regulation 2 of Ceiling Price Regulation 30. The 
Air Force procurement policies were not consistent with ceiling price 
regulations which permitted pricing on the basis of ceiling a at 
time of delivery. Consequently, it was not until October 19, 1951, th: at 
all problems were resolved and mutually satisfactory contractual terms 
were agreed upon, at which time we signed the definitive contract. 
It was subsequently signed, approved and returned to us by the Air 
Force on December 10, 1951. 

However, while the time required to negotiate the definitive contract 
did not affect the progress of work under the order, another consider- 
ation did. In the letter of intent the Air Force originally listed the 
machines and their specifications in detail, and allocations were made 
to the various Air Force engine contractors who were to use the ma- 
chines. However, those allocations were repeatedly changed and in 
some instances varied from the order, apparently due to changes in 
engine schedules. The situation soon became and remained so con- 
fused that it was virtually impossible to schedule the machines for 
processing and manufacture in our plant. 

Asa result, on January 10, 1952, the Air Force, on its own initiative 
and for the convenience of the Government, terminated the contract 
and at the same time authorized its contractors to purchase the ma- 
chines required by them directly from us. In that way the contractors 
could deal directly with us as to their requirements and specifications, 
without the necessity of going through the Air Force. That elimi- 
nated the administrative problems which would otherwise have been 
involved. 

Senator Moopy. This contract for 519 machines was in existence 
exactly 1 month then? 

Mr. Hayes. The definitive contract; yes. We had had the letter 
of intent for about a vear. 

Senetor Moopy. And nothing had happened ? 

Mr. Hayes. In the process of determining the requirements of the 
individual contractors and obtaining commitments direct from them, 
we have determined a requirement of 260 units in addition to 2 mnits 
which were shipped under the contract prior to its termination. This, 
therefore, resulted in a net reduction of some 257 machine units in 
Air Force requirements. as compared to the original 519 units. 

GSA Contract GS—CO-B (D)-208: 

We recognize that there has been considerable interest in the now 
terminated contractual arrangements under which Fisher Body Di- 
vision of General Motors Corp.. as our subcontractor, was to manu- 
facture 757 of our 42-inch Cut-Master vertical turret lathes. Before 
discussing this matter in some detail, I want to stress that the Bullard 
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Co. throughout this matter has been willing to cooperate in whatever 
way the responsible Government officials thought was needed to meet 
the requirements of the defense program for our machines and has 
complied promptly with every request made by them. The decisions 
to let and to terminate the contract were Government decisions, which 
we were not in any position to question, and which we acted upon with- 
out delay. 

The Bullard-Fisher Body matter was divided into two phases. The 
first phase was consideration with the Air Force of the possibility of 
production of our machines by Fisher, which extended from January 
to July 1951, when this phi ise was concluded by the Air Force without 
any contract resulting. The second phase began in August 1951, when 
NPA reopened the matter. That led to the issuance by General Serv- 
ices Administration in September 1951, of the letter of intent which 
was terminated in February 1952. I will discuss those phases in order. 

Senator Moopy. Why did it take so long, from January to July of 
1951, to get this underway? That is just one point that has been puz- 

zling me, and I wondered why if in January 1951 there was an urgent 
need for these machines it took until July to get such a subcontract 
rolling. 

Mr. Hayes. And even then in July it was not rolling. 

Senator Moopy. I understand that, but it took up until then to begin 
to turn a wheel. 

Mr. Hayes. I go into this in detail. 

Senator Moony. Proceed. 

Mr. Hayes. The matter started in January 1951, when the Air 
Force indicated to us that there was an additional requirement for 
our 42-inch Cut Master vertical turret lathe over and above machines 
of that size and type covered by the Air Force letter of intent which 
I have just mentioned and by orders previously placed direct with us 
by various Air Force contractors. Originally the Air Force stated 
that the additional requirement was approximately 1,000 units, but 
this was subsequently reduced to 757 units. We were surprised that 
such a large quantity of one specific size and type of machine tool of 
our manufacture was needed without corresponding demand for other 
sizes and types, but were informed that the additional requirement for 
12-inch machines had been substantiated by the Air Force. In this 
connection a particular jet engine contractor was mentioned, this be- 
ing the Buick Motor Division of General Motors Corp. which had 
just received a contract for the manufacture of the Sapphire jet engine 
and was understood to have a requirement for a large number of these 
machines. 

The Air Force asked whether we would be interested in discussing 
with an automotive concern the manufacture of the indicated addi- 
tional requirement for 42-inch machines on a subcontract basis. We 

said yes, because we wanted to do what we could to meet the indicated 
requirements. Consequently at the request of the Air Force, we gave 
to Fisher Body Division of General Motors Corp. the necessary tech- 
nical data and information so that they could determine what was 
required to manufacture the 42-inch machine and could prepare a pro- 
posal for that manufacture. That was in February 1951. Under- 
standably it took some time for Fisher to study the production re- 
quirements of a product extremely foreign to their regular line. Time 
was necessary to explore what facilities would be required, what were 
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available, and what additional ones would be needed, what subcon- 
tracting sources for foundry and machining work would have to be 
obtained, what the price would be to Bullard, and so forth. Under 
these circumstances, in our opinion, Fisher did a very commendable 
job in a reasonable length of time. 

Senator Moopy. Mr. Hayes, at any time was there any reluctance 
on your part or on the part of your company to have that contract 
go through ¢ 

Mr. Hayes. Absolutely not. 

Senator Moopy. You were cooperating fully, I take it from your 
testimony, in putting the contract through ? 

Mr. Hayes. Yes, sir; I am sure we can vouch for that. 

Senator Moopy. Did you at any time urge that this contract be 
canceled ¢ 

Mr. Hayes. No, sit 

I would like to say, Senator, that I haven't the slightest idea where 
the idea may have come from that we were reluctant to engage in such 
a subcontract. 

Senator Moopy. It seems to me it would be quite a profitable con- 
tract to your company, 

Mr. Hayes. Well, no more so—— 

Senator Moopy. As I read its provisions, you were making similar 
profit on those machines as on other mac shines, were you not / 

Mr. Hayes. The expectancy was that the profit factor would be 
very much the same as if we had built the same machines in our plant 
at Br idgeport; ves. 

Senator Moopy. As a matter of fact, part of the requirements of 
that contract was, as I understand it, that General Motors would get 
one profit and you would get a second profit; is that right? You were 
going to install the machines and service them, and you were charging 
your normal profit, were you not, on that contract ? 

Mr. Hayes. Well, everything in the pricing of that letter of intent, 
which finally resulted, was on an estimating basis, had to be because 
of the fact that Fisher had no previous experience on which to base 
a price. 

Senator Moopy. Yes. 

Mr. Hayes. And our own pricing from that point on, after having 
received a price from Fisher, was based purely on an OPS formula 
the so-called subcontract formula established by OPS wherein—well, 
as a matter of fact, later on in my statement I have a breakdown of 
how that was arrived at, and also will submit a copy of our proposal. 

Senator Moopy. What you are saying is that you were handling this 
the same as any other subcontracted item ? 

Mr. Hayes. That is correct. The difference in manufacturing costs 
by reason of subcontract is allowed in the price control. 

Senator Moopy. So you charged the Government for these items 
precisely the same as if you had made them yourself, except that the 
manufacturing cost was higher. That is roughly what vou are saving? 

Mr. Hayes. That is exactly it—the manufacturing cost is the Fisher 
cost to the Bullard Co., which is their price to the Bullard Co., repre- 
sents the equivalent of manufacturing costs had we built the same 
machine in our own plant. 

Senator Moopy. I see. 
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Mr. Hayes. So that the dollar margin was the same between Fisher’s 
cost to Bullard and Bullard’s contract price with the Government as 
there would be in our manufacturing costs at Bridgeport to our 
ceiling price allowed by OPS. 

Senator Moopy. Now, what did you do on that contract? What 
services would you perform on that contract, your company ¢ 

Mr. Hayes. There is quite a description of that following here. 

Senator Moopy. All right, perhaps you had better proceed, 

Mr. Hayes. At an early stage of this consideration, a meeting was 
held in the office of Mr. Marshall Smith, the then director of the 
Metalworking Equipment Division of NPA, during which Mr. Smith 
made the statement that no more than 200 42-inch machines and 
approximately 30 54-inch machines would be required to be produced 
on a subcontracting basis. However, consideration continued by the 
Air Force, on the basis of approximately 757 42-inch machines to be 
made in addition to our own production at Bridgeport. 

Senator Moopy. Now, this Mr. Smith was the same Mr. Smith—— 

Mr. Hayes. That I previously mentioned. 

Senator Moony. Who was apparently part of the same executive 
or administrative judgment that said there were machine tools in 
the country; is that right? 

Mr. Hayes. Well, he at that time, of course, was operating under 
General Harrison. 

Senator Moopy. You just quoted a speech from General Harrison 
having the general effect of what I ss aid. 

Mr. Hayes. That is right. 

Senator Moopy. And Mr. Smith was apparently a member of his 
staff that dealt with you. 

Mr. Hayes. I cannot vouch for exactly what Mr. Smith’s doctrines 
may have been. He may have been influenced by the fact that NPA 
was headed up by General Harrison, and undoubtedly that could have 
been. 

During the first phase of the matter there was no negotiation on 
contract terms, since Fisher was not able to secure OPS approval of 
its price, so far as we know, and the Air Force did not issue any letter 
of intent or other contractual document. At a conference on May 10, 
1951, at Wright Field between our representatives, representatives of 
Fisher and the Air Force, the problems involved and the manner of 
proceeding were discussed. One of the principal problems was the 
nec essity of having the Fisher price computed under the then recently 
issued Ceiling Price Regulation 30 and then approved by OPS, and 
it was decided that the Air Force would do what it could to help i in 
expediting that approval. Also, it was decided that the hest wavy of 
handling the matter was by giving a prime contract to the Bullard Co. 
with the : actual manufacture being done by Fisher on a subcontract 
basis. since Bullard would have to supply the necessary technical 
assistance, information. and know-how, would have to be responsible 
for the installation and servicing of the machines and their adaptation 
to meet the specific requirements of the user and would give its usual 
product guaranty. 

There was also discussion of the possibility of the issuance of a 
letter of intent by the Air Force so that work could begin. As result 
of the conference we were advised by the Air Force by letter of 
May 15, 1951, that it was conducting a survey to determine the exact 
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requirements for 42-inch machines, so that an order could be placed 
and that the Air Force would prepare a dtaft of a suitable contractual 
instrument which would be furnished to Fisher and to Bullard for 
review. 

That instrument was never submitted. The next official word which 
we had from the Air Force was a letter dated July 16, 1951, advising 
that the matter was being dropped because of complications “in view 
of the restrictions imposed by the Office of Price Stabilization and 
other extenuating circumstances.” 

Consequently, the first phase of the matter ended without a proposal 
being submitted to us by Fisher, or by us to the Air Force, and without 
the issuance of any commitment on the part of the Government. 

Senator Moony. Now the impression has been about that it took 
from January to July for your company and Fisher to negotiate. 
According to your testimony the negotiating was done by the Air 
Force and you were waiting for the Air Force to act; is that right? 

Mr. Hayes. That is right. This whole idea during that first phase 
in that period was sponsored by the Air Force. I have no knowledge 
specifically of what this quotation I just read off implies—what other 
extenuating circumstances there oe have been that caused them to 
reach the conclusion at that time, I do not know. But at any rate 
from that point on the matter was on the shelf until it was reactivated, 
as I relate in the second phase. 

The second phase began in August 1951, when the matter was re- 
opened by NPA, still on the basis of an additional requirement of 
757 42-inch Cut Masters. We again requested information as to the 
specific requirements which demanded such a large quantity of one 
specific size and type of our machine tools and were informed that 
the requirement had been substantiated by the Air Force, and that 
possibly some of the machines would be channeled into requirements 
established by the other services. Also, we were informed that Buick 
Motor Division of General Motors Corp. would require approximately 
400 of these units. We said we would be glad to cooperate in what- 
ever NPA wished us to do to meet that indicated requirement, but did 
point out that we had no desire to see a quantity of our machines pro- 
duced by another source at a relatively high cost, merely to go into 
Government storage and to be sold later as surplus at depressed prices 
to our detriment, to say nothing of the use of Government funds for 
production of machine tools which might not be required. 

Senator Moony. I take it from what you have said that the only 
reluctance you had in this situation was a reluctance to see a high 
quantity of machines produced by another source at a high cost merely 
to go into stor age and be sold later as surplus, after having been built 
largely by Government funds at an expensive rate. Is that your 
position ? 

Mr. Hayes. Yes; that was our position. 

Senator Moopy. How vigorously did you push that ? 

Mr. Hayes. I wouldn't call it actually a reluctance on our part. 
I think that was more in the nature of a cautious business attitude and 
judgment, and also with regard to the use of the taxpayers’ money. 
And we were not in a position, as I said, to question the basis on which 
this requirement was established, and we did not question it. 

We only questioned it since there was one size and type of machine, 
one specification that happened to be that very specification there 
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| indicating |, 42-inch size and 4-jaw chuck, standard bed mac hine, and 
there are so many variatiorts of that 42-inch machine required in jet- 
engine production, we did question it from that angle as to the advis- 
ability of building that many in one size and one specification. 

Senator Moopy. The 42 could do cutting at lesser sizes, smaller 
sizes ¢ 

Mr. Hayes. That is right. 

Senator Moopy. This is as good as a 35-inch turret lathe for 35- 
inch work, is it? 

Mr. Hayes. Yes and no. It will handle it, certainly, from the 
standpoint of swing capacity. But as you decrease the diameter of 
work, you require higher spindle speed to machine work at an effi- 
cient cutting speed, and the larger the machine goes the slower the 
available spindle speed is. So you have an inverse ratio in efficiency. 

Furthermore, the different combinations of heads and attachments 
on those machines adapted to different types of work is to be consid- 
ered. 

Senator Moony. Is there any reason why Fisher couldn’t have built 
a large number of machines but of varying sizes ? 

Mr. Hayes. That was discussed with them, too, Senator. As a 
matter of fact, in February when we submitted all of the technical 
data which I refer to, which consists of prints and routing sheets and 
one thing and another, material lists, we also submitted the parts 
which are different in respect to the 42-inch and the 54-inch machine. 
Fisher preferred—and I do not know as I blame them—getting into a 
new project of that kind—they preferred to deal only with the 49- 
inch and stated by the time they got rolling on the 42-inch they 
probably might consider the 54-inch, which was also a critical item 
with us, and still is. 

Senator Moopy. The 54-inch is more critical than the 42-inch ? 

Mr. Hayes. It is a much larger machine proportionately, and it 
involves some foundry problems and machining problems on a large 
casting which has represented a pretty serious problem to us in getting 
this kind of capacity. 

Senator Moopy. I am speaking now of delivery dates. Are you 
over the barrel on the 54-inch ¢ 

Mr. Hayes. No. 

Senator Moopy. To a worse extent than you are on the 42-inch ? 

Mr. Hayes. No. We have endeavored to balance our schedule to 
the point where the different sizes of machines are being produced 
commensurate with the demand which is in the form of orde Z in each 
case. 

Senator Moony. As I understand the way you wish your position 
to be presented, it is that you at no time were reluctant to see General 
Motors subcontract your product providing it was needed by the Air 
Force or the Defense Department, but you did, because of various 
delays and pricing regulations and material allocations and other fac- 
tors, which perhaps showed somewhat less urgency than might have 
been desirable, question the necessity of producing these machines at 
a higher cost. Is that correct ¢ 

Mr. Hayes. I think substi intially so. I am certain that we had no 
reluctance in seeing Fisher get into the business. It has been referred 
to that way. Actually they had no intention of getting into the 
machine tool business on a permanent basis. 
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Senator Moony. That is right. 

Mr. Hayes. I know that. And Fisher and ourselves always had 
the most friendly relations, and I hope they will stay that way. And 
as far as the supplying of demand is concerned, if subcontracting is 
the way to do it, we will do it. 

Senator Moopy. Well, I think the inference that has been made, 
Mr. Hayes, is that since this is known as a feast and famine industry, 
that it would be better from your standpoint to have a larger number 
of machines spread out over a long period of time. 

Now, I take it from your statement that is a misstatement of your 
position; is that right ? 

Mr. HAYEs. Well. it is a desirable factor to have an even flow of 
business; but—— 

Senator Moopy. But you were not putting that desirable factor 
ahead of the need of the Air Force for more machines / 

Mr. Hayes. Absolutely not. Absolutely not, any more to than we 
did in World War II. 

Senator Mcopy. I am certainly glad to hear that. 

Mr. Buiiarp. May I back up Mr. Hayes’ statement ? 

Senator Moopy. Yes. 

Mr. Buniarp. I was in on practically all of those particular start- 
ing conferences, and I can assure you we were only too glad to do 
anything that the Government required. There was absolutely no 
reluctance on our part. As a matter of fact, we felt somewhat frus 
trated ourselves that the thing dragged along so, and we couldn’t find 
out what was going on. 

Senator Moopy. In your statement here do you entev into the ques 
tion of who did the negotiating ¢ 

Mr. Butiarp. I don’t believe so. 

Senator Moopy. Wasn’t a good deal of the negotiation done by 
the Air Force with Fisher? Were you invited to the meetings when 
this contract was discussed ? 

Mr. HAYEs. I can give you some names, if that is what you would 
like to have, Senator. 

Senator Moopy. That was not what I had in mind. but if vou have 
some names that would be pertinent, I will be glad to have them. 

Mr. Ilaves. When the negotiation was initiated in January of 1951 
it was initiated by Colonel Andrews, who was then the De puty Chief 
of the Industrial Planning Division at Wright Field. Subsequently 
we had several meetings with the Fisher people, and not tbly those 
were Mr. J. J. Cronin, who was the vice president. and Mr. Booth. 
who was comptroller of Fisher Body division, and Mr. Moyer, whosé 
title, I think was defense subcontract coordinator. 

And in general, in our company Mr. Bullard and Mr. G. L. Ty 
who is our vice president-comptroller, and myself earried on 
negotiations. 

Senator Moopy. Now, these negotiations lasted how long? 

Mr. Hayes. ] beg pardon. 

Senator Moopy. When were the negotiations held ? 

Mr. Hayes. Well, they started in January of 1951, and we had 
repeated meetings from that point on either with Fisher by ourselves 
either at Bridseport or Detroit, and we had meetings at Wright Field 
with the Air Force. 

Senator Moony. How long did they continue? 
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Mr. Hayes. They continued right up with the Air Force present 
through June. 

Senator Moopy. So for roughly 6 months you were kicking this 
thing around and talking about it, trying to come to a conclusion? 

Mr. Hayes. That is right, with the Air Force. And there was also 
a meeting with OPS. 

Senator Moopy. What were all these meetings about? What did 
you talk about in these meetings ? 

Mr. Hayes. Well, some of the meetings had to do mainly with 
manufacturing methods, and others had to do with pricing, which 
was a very important item. There were no provisions in the control 
to take care of them, and it was a stumbling block. That was the 
chief stumbling block in the whole negotiations—the fact that sub- 
contract costs, which was an added element of cost, was not included, 
not allowed. 

Senator Moopy. When you say subcontract costs—what do you 
mean ¢ 

Mr. Hayes. I mean by subcontract costs, the added cost to us by rea- 
son of subcontracting, and that its cost over and above manufacturing 
the same article in our own plant. 

Senator Moopy. Now, it cost you $22,987 to manufacture in your 
own plant, does it not ? 

Mr. Hayes. That is right. 

Senator Moopy. And you ordinarily sell the product for $36,945, 
leaving a prefit of $13,958 per machine, or roughly $14,000 per 
machine; is that right? 

Mr. Hayes. Yes; we ordinarily sell the product for $36,945. 

Senator Moopy. Now, in that nearly $23,000 cost you include the 
customary overhead, do you not? 

Mr. Hayes. Plant overhead, yes. 

Senator Moopy. Plant overhead. So that this is an accurate figure 
that I have here of $13,958 as profit; is that right ? 

Mr. Hares. Where did yeu get that figure? I think you are sub- 
tracting our manufacturing cost from our ceiling price. 

Senator Moony. That is right. 

Mr. Hayes. That is right, excepting that in determination of this 
whole matter it is more in keeping to compare the $90,608 selling price 
to our ceiling price, if built in Bridgeport, of $36,000. 

Senator Moopy. I was gvoing te—— 

Mr. Hayes. Maybe I did not understand you. 

Senator Moopy. I was going to bring that in. But I was merely 
saying, if vou manufactured the machine itself, it cost you, including 
overhead, roughly $23,000, and you sell it for roughly $37,000, giving 
you an approximate profit of about $14,000; is that right ? 

Mr. Hayes. No; that is not profit, Senator. 

Senator Moopy. That is what I am trying to get at—is that profit 
or does that include overhead? Or what does it ine lude? 

Mr. Hayes. That margin between manufacturing cost and ceiling 
price ? 

Senator Moopy. Yes. 

Mr. Hayes. That includes such items as selling and installation ex 
pense, engineering, administration, and profit. Profit is not the entire 
factor. 





MACHINE-TOOL SHORTAGES 459 


Senator Moopy. What is the actual cost of the item to you, then? 
It isn’t $22,000, it is something else. 

Mr. Hayes. Well, that is sometimes referred to as mill cost. 

Senator Moopy. Yes. 

Mr. Hayes. It is actual cost of materials and labor with plant over- 
head, 

Senator Moopy. Yes. 

If you were going to figure your profit, what would you figure? 

Mr. Haves. By experience in any manufacturing process, it is com- 
mon practice, based on past experience, to know how much to mark up 
the so-called mill costs to a ceiling price which will include a profit so 
that you can keep the business in operation. 

Senator Moopy. Of course, you have a cost-accounting system, do 
you not, which indicates what the cost of each item is, inc luding all 
overhead 2 

Mr. Hayes. That is right. 

Senator Moopy. I am trying to get a proportionate judgment here 
as to the relative cost of having this made by yourself and having 
it made by a subcontractor. If you have any reluctance to give me 
the exact amount, I have no desire to press you. 

Mr. Hayes. I have no reluctance whatsoever there. I think it is 
indicated right in these figures—page 2 of our quotation of Septem- 
ber 25, which isexhibit I. (For exhibit I see p. 483.) 

Section 2 of that letter is a quotation which is built up from the 
price given to us by Fisher. You will notice “Price quoted by Fisher 
body division.” 

Senator Moopy. I was not talking about the lathes made by Fisher, 
I was talking about the lathes made in Bridgeport. 

Mr. Hayes. I realize that, but there is a relation there because of 
this extra cost of subcontracting. The way this is constructed here 
is self-evident, more or less. 

Senator Moopy. All right. 

Mr. Hayes. In other words, you have a price to us quoted by Fisher 
of $75,304, Bullard’s current manufacturing costs of like machine, et 
cetera, $22,987. Subtracting those two figures, one from the other, 
you have a difference of $52,317, which represents the added cost of 
subcontracting. In other words, that is the cost over and above our 
own manufacturing cost. 

Senator Moopy. I understand. I have read the next two items. 

Mr. Hayes. All right. The main drive motor and starter is a com- 
mercial item which they would purchase or we would purchase. It 
makes no difference. 

Senator Moony. I understand these figures, Mr. Hayes. 

Mr. Hayes. Iam afraid I do not quite understand. 

Senator Moony. What I want to know—if you sell at a ceiling 
price—do you sell at a ceiling price yourself ¢ 

Mr. Hayrs. Yes, indeed. 

Senator Moony. Now, when vou sell at the ceiling price, is it fair 
to say that your profit is $13,958 ? 

Mr. Hayes. No; it is not. 

Senator Moony. Well, what would it be fair to say it was? 

Mr. Hayes. Approximately $8,500 or $9,000. 

Senator Moony. That is what I wanted to get at. 

Mr. Hayes. Perhaps this will clarify it, Senator—— 
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Senator Moopy. I think your last answer clarifies it. 

Mr. Hayes. We find that we must have a profit of something like 
20 to 25 percent before renegotiation and taxes in order to wind up 
with a profit after those two factors that will permit us to continue 
in business. 

Senator Moony. That is a little bit like some of the gentlemen 
making up their budgets here. 

Mr. Hayes. A necessary evil, perhaps. 

Senator Moony. I was trying to get these figures confirmed that 
i have here from Mr. Noone. 

Mr. Hayes. I come to that breakdown on page 28. 

Senator Moopy. All right. 

Mr. Hayes. The work which had been done with the Air Force 
was of great help in expediting consideration of the matter with 
NPA. Fisher submitted a formal proposal to us for the manufac- 
ture of 757 42-inch machines, without electrical equipment at a price 
of $75,804 each, subject to price redetermination as exper lence was 
gained in production. We regarded that price as high since the 
ceiling price of identical machines of our manufacture was approxi- 
mately $38,000, but the quoted price was subject to price redetermina- 
tion, as well as renegotiation, and we were informed by the Govern- 
ment officials that the machines were so critically required that price 
was no obstacle. 

At a meeting on September 12, 1951, the decision was made by the 
Government to have a pool order placed with us for 757 4: 92-inch ma- 
chines on the understanding that we would subcontract the produc- 
tion of the machines to Fisher, it being stated in the NPA letter re- 
questing a proposal from us, a copy of which, marked “Exhibit HH”. I 
submit for the record, that: 

This whole proposal is predicated upon the assumption by the National Pro- 
duction Authority that you will subcontract with the Fisher Body Division of 
General Motors Corp. for the production of the machines since the National 
Production Authority desires such an arrangement in the interest of the mobili- 
zation effort. (For exhibit H see p. 482.) 

In view of the indicated urgeney we did not wait to submit our 
proposal. Instead, the - xt day, September 13, representatives of our 
company and of Fisher began conferring with representatives of NPA 
and General Services AQ Reinet ation on the issuance of a letter of 
intent so that work could be started as early as possible. Agreement 
was quickly reached and the letter of intent was issued on September 
21, to us and General Motors Corp. That letter obligated us to pro- 
vide for the manufacture, production, sale, and delivery or storage 
of 757 42-inch machines and to arrange for their manufacture and pro- 
duction by Fisher as a subcontractor, pending negotiation of a defi- 
nitive pool contract, the terms of which, including price, were left to 
subsequent negotiation. On September 25, 1951, we submitted our 
proposal to NPA and the next day, September 26, we accepted the 
letter of intent from General Services Administration and issued our 
own letter of intent to Fisher. Our proposal, a copy of which, marked 
“Exhibit I”, I submit for the record, stated : 

It is further understood that in requesting this proposal, you have given due 
cons'deration to-the difference in cost to the Government of such an arrangement 
as compared to current ceiling price for like machines manufactured by us, (For 
exhibit I see p. 485.) 
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That proposal quoted a price of $90,608 per machine subject to 
redetermination on a basis to be agreed upon under provisions similar 
to those contamed in Price Revision Article Form Il B set forth in 
Joint Procurement Regulations 4-305.5. That price was calculated 
in accordance with Revision 1 of Supplementary Regulation 2 to 
Ceiling Price Regulation 30. Of that price $75,304 represented the 
cost to us of a machine produced by Fisher. The difference of $15,304 
by no means represented profit to us but was made up of the following 
items per machine commensurate with the responsibilities assumed 
by us as the prime contractor, for such matters as technical assistance, 
sales and product responsibility, and so forth: 

Estimated cost for time and expense of Bullard personnel at Fisher 

plant and added engineering and supervisory work at Bullard plant 

on this subcontract - $400. 00 
Main drive motor and starter 946. 00 
Estimated selling and installation expense (entire responsibility for 

selling the machines was ours) 1, 203. 72 
Parts to be furnished to Fisher at no charge by Bullard 182. 54 
General administration expense SOS. 81 
Estimated reserve for service and guaranty 5 ein 400. OO 


Kstimated reserve for dealer discount on sales in territories serviced 
9 


by our established dealers 2, 009. 52 
Engineering and preproduction expense $40, OO 
Estimated profit before renegotiation and taxes , 918. 41 


504. 00 


as 

Senator Moopy. Why should you have an estimated reserve for 
dealer discounts on sales in territories serviced by your established 
dealers ¢ 

You mean you paid your dealers a $2,000 item for every Bullard 
sold directly or that would have been sold directly from Fisher to the 
Government‘ Is that what you have the $2,000 item in here on / 

Mr. Hayes. Had we ever sold any; yes. The reason for that is 

Senator Moopy. What contr ibution woul | the dealers make to this / 

Mr. Haves. Quite a little. Not to the manufacturer but to the effort 
of selling and maintaining our own connections in the field. 

Senator Moopy. They wouldn’t have to sell it; the Government 
already ordered it. 

Mr. Hayes. Oh, no. 

Senator Moopy. It put a pool order in for it, as I understand. 

Mr. Hayes. Right: call it a pool order. It called for us to 
manufacture, and install 757 machines. So that we had, therefore, as 
you say, a pool order, but without any designation of destination 
whatsoever. We didn’t know whether these were going to Tom, Dick, 

Harry, excepting we had a fair idea Buick was going to take a 
considerable number of them. It turned out they didn’t. So we have 
these dealer organizations, which are independent organizations, set 
up, and they represent us in a particular area. We have contracts 
with them which stipulate a percentage representing discount on any 
machine of our manufacture which they sell. 

Now, in return for that discount which they receive, we expect them 
to represent our products and our company with their best etforts and 
to our best interest. 

Furthermore, when the machine is installed in the plant, the cus 
tomer, or in this case it might have been a defense contractor, looks 
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to that agent or dealer to satisfy his requirements on both sales and 
service responsibility. So that while we do not sell all of our output 
through dealers, we do have that condition in some sections. In other 
sections of this country we sell through direct order. 

Now, the percentage that we sell through one or the other varies to 
the demand that occurs in different territories. 

Senator Moopy. This indicates there was a charge of $1,514,000 to 
those dealers on these machines to be made by Fisher. That is a rough 
approximation, a little under the actual. 

Mr. Hayes. We have an absolute sales obligation in a contractual 
form with these dealers, and to violate it could very likely lead to some 
sort of civil suit. 

Senator Moopy. Yes. 

Now, there is a situation uncovered by congressional committees in 
Detroit—this committee and the committee of the House headed by 
Porter Hardy. Hardy brought out that in 3 years the Government 
paid $304 million more for automotive parts because they were bought 
through the regular channels; that it would cost a hundred million 
dollars a year less to just get those parts from the manufacturers on 
low bid by the Government than the way they were actually pur- 
chased. They were purchased all through these daisy chains of 
dealers, 

Mr. Hayes. I recall reading about that. 

Senator Moopy. Well, this, to some extent, parallels it, because here 
is an article which would be made by Fisher, and it goes to you for 
your usual profit on the basis of its being a subcontract, and you put 
some service in the thing, but then in addition it goes through the 

same contact, goes through a dealer, who is sort of a second man that 
moves on this thing. 

Mr. Hayes. Well, I take exception to that reference to a dealer for 
this reason 

Senator Mcopy. I have nothing against dealers, and I hope you 
maintain your dealer organization. Iam sure you must do it to main- 
tain your organization, of course. 

Mr. Haves. We have to. 

Senator Moony. Of course. I am wondering now from the stand- 
point of the taxpayer how he comes out on the thing. 

Mr. Hayes. May I take a hypothetical case, forgetting the Fisher 
complications for the moment. Supposing we have an item that sells 
at list price of $10,000. We receive an order from a dealer, and he 
tells us to ship this machine to such-and-such a customer. For his 
effort, he is oe according to our contractual agreement with 
him for sale, to, say, a 5 percent commission. 

Senator Mcopy. C vel ainty, 

Mr. Hayes. In other words, a resale discount. 

Senator Moony. That is right. 

Mr. Hayes. Now, he is working from our established list price, 
and therefore there is not a build-up. That 5 percent resale discount 
is taken into consideration in pricing the item in the first place and is 
part of our sales expense. 

Senator Moopy. I understand that. 

Mr. Hayes. So there is no multiple build-up of middlemen here. 
If we sold the same item through one of our direct selling points, 
through our own field engineers, that same amount, or very nearly, 
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would be accounted for in maintaining that sales force in a direct 
territory. It is sales expense in either case, 

Senator Moopy. What you are saying is, if you set a certain list 
price, it does not cost you any more to sell through a dealer than 
through your own agency. But if the Government is getting a low 
bid, if there were more than one company bidding on this thing, so 
that there could be competition there, the difference of the dealer 
system might make a difference in the low bid. 

However, we are getting away from the specific thing. 

Mr. Hayes. An example of that, though—when we bid against 
competitive invitation, we will say issued by the Navy, we bid our 
same list price, and if a dealer happens to be involved, he obtains 
his resale discount, and he himself is subject to renegotiation. 

Senator Moopy. What, if anything, would the dealer do in this case 
for his part ? 

Mr. Hayes. I think perhaps I could answer that this way: The 
letter of intent which we had from GSA obligated the Bullard Co. 
to sell the machines—just in so many words, to sell the machines. 

Senator Moopy. I know, but you are 18 months behind now with 
people crying for the machine, and that would not be much of a task, 
would it 4 

Mr. Hayes. Yes, indeed. It turned out to be quite a task, for this 
reason: There were 42-inch machines ordered, and while we have a 
blacklog of 1,200 units, that 1,200 is made up of all types in sizes. 

Senator Mcoopy. How many 42-inch Cut Masters are you behind? 

Mr. Hayes. We have on order 197 42-inch Cut Masters right at 
this moment. 

Senator Moopy. And that is all? 

Mr. Hayes. That is right. 

Senator Mcopy. And how soon will you be able to deliver those? 

Mr. Hayes. Well, I should add that we also have on order 190 
42-inch Man-Au-Trols, which are basically the same machine. 

Senator Moopy. Yes. 

Mr. Havers. You can take the total of nearly 400 42-inch machines, 
and they are scheduled to build from now until November of 1953, 

Senator Moopy. How many do you have on order of machines of a 
smaller size ¢ 

Mr. Hayes. I come to that later in my statement, but in the 30-inch 
Cut Masters we have 37, the 80-inch Man-Au-Trols, 97, or a total of 
154. In the 36-inch we have 240 Cut Masters and 133 Man-Au-Trols, 
or a total of 373. In the 42-inch we have, as already mentioned. 

In the 54-inch we have 1380 Cut Masters, and 163 Man-Au-Trols, 
almost 300. 

So with the letter of intent specifying that the obligation for sales 
was up to the Bullard Co. completely, I sent out a letter to our fie!d 
organization within a week after the letter of intent was accepted, 
telling our field organization that this contract had been entered into 
with the Government, that Fisher was the subcontractor, that the 
machines would be shipped from their plant in Pittsburgh, and the 
price and delivery schedule, stating that they would be available in 
the second quarter of this year, and soliciting their inquiries in just 
the same manner as I would if we were starting out with a new product 

to be built in Bridgeport. 
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In other words, I was soliciting inquiries through our field organ- 
1Zation. 

So they in turn contacted different contractors, defense contractors, 
and in many cases I told them where to go to try, and in spite of th: at 
obligation and that effort, we wound up by not selling any. We 
couldn't find the requirement. 

Senator Moopy. You couldn't find anybody who wanted any of these 
Cut Masters? 

Mr. Hayes. Over and above what was already on order with us. 

Senator Moopy. But some of those would not be delivered until the 
fall of next year 

Mr. Hayes. That is right. 

Senator Moopvy. Eighteen months. 

Mr. Hayes. And in a good many cases the possibility of obtaining 
machines at an earlier date, but at a different price, was discussed, 
and the ultimate decision handed back to me was that that contractor 
decided that premium was not worth the advantage in delivery accord- 
ing to his requirements. That was the factor in it—several of them. 

As soon as the letters of intent were in effect, we undertook to sell 
the machines through our usual field organization, as we were obli- 
gated by the letter of intent from GSA to do. I should also point out 
that under the theory of the pool order the contractor does not get any 
profit or selling expense on machines which he cannot sell to third 
parties and which the Government has to take under the pool order. 
In fact, the price to the Government under pool orders in general is 
1714 percent less than the price specified in the order in the event 
that the machine tool is put into storage. 

Since Buick had been mentioned as a large potential user of these 
machines, we directed our first sales effort to them. We were eon- 
siderably surprised, therefore, to learn that they would require none 
of these machines, their needs be ing covered by allocations of our 
machines being procured by the Air Force under our aforementioned 
contract with it. The explanation given to us for not needing addi- 
tional machines to be produced by Fisher was that they had found it 
necessary to revise their planning and process the jet engine com- 
—— nt parts over different types of equipment because of the time 

h: ad t: ake nto get Vr ishe ) into produc { ion. Also. the monthly produe - 
tion schedule for that particular engine had_ been substanti: ally 
reduced, 

We made similar sales efforts directed to other Air Force contractors, 
vith negative results. As soon as it became apparent that we would 
have difficulties in obtaining orders for these machines and believing 
that the requirements might have changed, we recorded this with 
NPA in writing on November 15 and again on November 27, and 
December 17, 1951. IT submit for the record copies of those letters 
marked “Exhibits J, K,and L.” (For exhibits see pp. 485-487.) 

The general intent of these letters was simply to inform officials of 
NPA that in each instance we had been unsuccessful in obtaining 
orders for the machines which were to be built under this contract, 
feeling that it was our duty to advise them accordingly. Also, in 
these letters we asked what additional sources we might approach for 
the purpose of obtaining orders. 
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Also we prepared a draft of the definitive pool order contract and 
of our subcontract with Fisher, agreed upon them with Fisher and 
then submitted the draft of pool order contract to GSA for considera- 
tion. 

On January 23, 1952, during a meeting in the office of Mr. Swan E. 
Bergstrom, Director of the Metalworking Equipment Division of 
NPA, it was decided by the Government to have operations suspended 
under the letter of intent. That was effected by extending the letter 
of intent until February 6, 1952, and also providing for suspension 
of operations under it during the period of extension, pending the 
review of requirements for these machines. 

On February 6, 1952, after that review had been made by the Govern- 
ment, the letter of intent was formally terminated for the convenience 
of the Government. At that time, none of the machines had been com- 
pleted and we did not have a firm order for any of them. 

The Bullard Co. and Fisher are now in the process of preparing 
their termination claims. The total amounts thereof will not be known 
until the work is completed on them. The limit of the Government’s 
liability, except for stand-by expenses incurred during the period of 
suspension, is $10,000,000 and $9,800,000 of that amount was the au- 
thorization for expenditure passed on to Fisher by us. 

Senator Moopy. This cancellation is costing $10 million, I take it? 

Mr. Hayes. I do not know, Senator, what the final figure will be. 
That was the total amount authorized under the letter of intent, but 
that does not necessarily follow that will be the amount it cost the 
Government for termination. I certainly hope it won’t, I don’t know. 

Also, our termination claim is limited to costs, without any allow- 
ance for profit. We have, of course, expressed our willingness to 
cooperate in screening the termination inventory of Fisher and its 
subcontractors to see if any of it can be used by us. Whether we 
can use any of it depends upon such factors as the cost to us, the 
quality of the items to meet our requirements and the effect which the 
acquisition thereof would have upon our own production program 
and our working capital requirements. 

I want now to discuss the status of our own production at Bridge- 
port since January of this year. In accordance with our policy of 
keeping NPA advised as to our production, under date of January 
10, 1952, we submitted to NPA an informal report of our progress. 
I submit for the record a copy of that report marked “Exhibit M.” 
(For exhibit M see p. 487.) Subsequently, on January 21, 1952, and 
as a result of the effect on our backlog of the termination of the Air 
Force contract which I have mentioned, we revised the backlog figures, 
as shown in exhibit N, a copy of which I also submit for the record. 
(For exhibit N see p. 488.) 

From a comparison of the status of backlog in the afore-mentioned 
two exhibits M and N, it is quite evident that the changes made to 
both ordnance and aircraft programs had resulted in a noticeable 
reduction in requirements for ¢ equipme nt of our manufacture. While 
we appreciate that such changes in requirements may not be avoid- 
able, nevertheless, they have contributed a degree of instability in our 
planning and operations. In fact, it causes us to wonder whether or 
not the machine-tool requirements will finally result in an even lesser 
total than currently exists. 
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At the present time our backlog in terms of units for each size of 
the types of single-spindle mac hines of our manufacture including the 
number of months necessary to complete in each instance is as follows: 


Qui ntity on 
Size and type machine order as of 
Mar. 15 5. 1952 


Months to 


complete Calendar date 


30-inch ¢ September 1953, 

3f-inch ¢ wets ‘ jenee | May 1953 

42-inch C ; 2} March 1953. 

54-inch C October 1953. 

64-inch C Do. 

74-inch (¢ December 1952. 
Total ¢ 


30-inch May 1953. 


MAT 
36-inch MAT December 1953, 
42-inch N 7 Rt Do. 
f4-inch MAT 13 2 Do 
64-inch MAT q October 1953. 
74inch MAT December 1952, 


Total MAT’s 


With respect to the above quantities of single-spindle machines, 
both Cut Master and Man-Au-Trol types, we believe that this repre- 
sents a very true picture currently of the demand for this type of 
equipment. As can be seen from exhibit C (p. 474), our current 
rate of production and shipment is 60 units per month for these 
types of machine tools, and the fulfillment of our orders within 
the times just stated will be accomplished, assuming we can achieve 
our planned objective of a total of 78 machines per month, also indi- 
cated on exhibit C. As I have mentioned before, we have no way of 
determining what volume of defense orders may yet be received. 

In addition to that uncertainity, the sequence of shipment which is 
to be followed is a problem whic h has not yet been solved so far as we 
are concerned. In our opinion, this can be solved only through the 
use of a general preference system which would automatically estab- 
lish urgency of contracts, thereby making it possible to determine 
which contractor should receive machines of identical description in 
preference to others. This kind of preference system was used very 
effectively during World War II. 

It is our belief that the use of such a relative urgency system would 
alleviate the machine tool] situation to a great extent. not by reducing 
numbers of machines required, but by controlling the distribution in 
keeping with actual requirements. We hope that the steps which we 
understand are being taken along those lines will solve the problem. 
Currently, we have received through NPA urgency ratings relating to 
only a very few contracts. 

These urgency ratings, commonly referred to as the “brickbat” 
category of ratings, when put into effect as requested by NPA, natur- 
ally result in set backs or delays to other contractors who have orders 
placed with us for the same machines. 

I would like to emphasize with respect to pricing that it was neces- 
sary to estimate this price on the part of both Fisher and ourselves 
as to the price breakdown in all categor ies, and the whole thing was 
subject to redetermination, which was a give and take matter under 
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existing redetermination clause. Beyond that, of course, it is subject, 
like everything else, to renegotiation and taxes. 

Senator Moopy. Yes. 

Mr. Hayes. So in no event, regardless of how the performance may 
have turned out, would anyone have made any undue profit on it. 

Senator Moovy. Ordinarily I would be more disturbed about the 
difference in price, but Mr. Boyer testified here that during the second 
war, the various contracts taken on by General Motors for companies 
on items which they had never made before resulted in an increased 
cost of only about 5 percent. That was true, even though the original 
estimate was way up in the sky, as it was in this case. So ordinarily 
I would have paid more attention in this situation to the contract 
amount than I did, but I felt if General Motors was as efficient as they 
seemed to be, they could probably produce for less. 

Mr. Hayes. Unfortunately we will never find out the actual result. 

J have endeavored in this statement to summarize the complex cir- 
cumstances under which we have been operating since June 1950. I 
believe that in many respects, our problems have been and are typical 
of those which faced the entire machine tool industry. In our opinion 
the complexity of the circumstances under which we have been operat- 
ing in the period starting in June 1950 to the present time has been far 
more troublesome than any combination of problems with which we 
were faced during the entire period covered by World War IL. 

The machine tool industry, though relatively small, occupies a posi- 
tion of importance in the pattern of our national economy. Many 
other industries depend, to a great extent, on the resourcefulness of 
the machine tool industry in the design of equipment required to meet 
new production requirements from year to year. This is true not only 
in peacetime, but especially in wartime, and therefore, becomes a 
matter which should receive the attention of all concerned in order 
that it be a healthy industry. 

One measure which we believe merits consideration as a way to 
smooth out the peaks and valleys of demand for machine tools would 
be to allow industry in gener: al a selection as to the period of amor 
tization of al equipment. By so doing, the individual concern 
would be in a position to determine its own consistent replacement 
policy aby c apital goods. Collectively, this would result in more 
frequent replacement of machine tools, thereby allowing the user of 

capital goods to maintain the most up-to-date equipment on a cost 
saving basis and thus contributing to stability in the machine tool 
industry. 

We also believe that consideration should be given to the policies to 
be followed by the Government in dealing with excess machine tools 
after emergency periods in relation to the necessity for maintaining a 
healthy machine tool industry. 

From the foregoing statement, I hope it will be appreciated that 
there was no lack of cooper: ation or an attitude of complacency on the 
part of The Bullard Co, and I think on the part of the entire machine 
tool industry, to carry out responsibilities in connection with the 
defense program. 

On the other hand, it should be appreciated that the problems with 
which we were confronted were problems considerably beyond our 
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ability to control. In the face of all evidence which is now historical, 
we are proud of our record of performance, covering our operations 
during the past 21 months. 

Senator Moopy. If you do have a shortage of machine tools, which 
obviously exists, acc cording to your own statement, and your own deliv- 
ery dates, not only for this type of machine, but others, do you not feel 
that the Fisher Tool Shop should be used for the manufacture of tools 
properly to help break this bottleneck ¢ 

Mr. Hayes. I think they have a splendid facility out there. 

Senator Moopy. And it is not beige used at a time when we need 
machine tools. ‘There is a facility that is not being used. Is that not 
correct ? 

Mr. Hayes. I do not know what the plans are to use it now, but I 
certainly hope to see it used. It is too ood a facility to leave idle, 
certainly. 

Senator Moovy. I am glad to hear you say that. I certainly agree 
with that. 

Mr. Hayes. With the defense program as it is, I certainly think it 
would be to everyone’s advantage to utilize every facility that 1s 
available. 

Senator Moopy. You say you were given the job of finding pur- 
chasers for these machines even though there is a shortage and you 
had to go out and look for purchasers ¢ 

Mr. Hayes. It was up to us to negotiate for individual orders. 

The function of the pool contract of this type was to place, as far 
as my understanding goes, with us a requirement which would be 
stimulating enough to set up for the manufacture of those machines. 
On the other hand, there was the requirement which supposedly had 
been established by the armed services, which we had no way of get- 
ting into. We were told there was this requirement. So the pool 
order established the stimulation for manufacture. From that point 
on it was up to us to obtain individual orders to absorb those 757 
as they were built. 

Senator Moopy. You looked for orders that were outside of your 
own order books: is that right ? 

Mr. Hayes. That is right. 

Senator Moopy. So that when you said there were no orders, you 
meant assuming the present delivery schedules of these machines 
were sustained, there could be no other orders you could find: is that 
right 2 

Mr. Hayes. Well. that was the result—we couldn’t find any other 
orders. ; 

Senator Moopy. So, in effect, what you were being asked to do was 
to approve an arrangement whereby you would be cutting back your 
own order books in order to have someone else make the machines: is 
that right ? ; 

Mr. Haves. Well, to a certain extent. But I have to except there 
the fact that of the 42-inch machines which we had on order, and now 
have on order, there is a ae number of them which are Cut Mas- 
ters and some of them are Man-Au-Trols. Of the Cut Masters the 
specifications vary all over abe lot. Some have three heads instead of 
two heads, some have high heads, and different combinations of 
heads, all of which were different from the fixed specifications under 
ihis letter of intent. 
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Senator Moony. So the result is that after more than a year of ur- 
gent negotiation and change in the status of this thing, still that ma- 
chine tool facility in Fisher is not being used, although we do have an 
acute shortage of tools which is holding up the manufacture of some 
of our most severely scarce aircraft, and we are behind the enemy, 
we will say, in the production of aircraft. 

That is not necessarily a criticism of you, of course. I am just try- 
ing to summarize. 

Mr. Hayes. I am not sure that it fits our circumstance entirely, 
either, Senator, for this reason: That there are so many other sizes 
of our machines involved in these same programs. 

Senator Moopy. I think you misunderstood me, Mr. H: ayes. I said, 
speaking generally, whether this facility is used to make Cut Masters 
or something else, the plan during a very critical year has been to use 
this facility in Fisher Body to make this type of machine tool, and 
now whether it is wise to make it or not, the fact remains that here is 
a facility which could be used to make some kind of machine tools 
which has been wasted for this vear. 

Now whether the reason is because of just the price ceilings, or 
whether the reason is because of reluctance on anybody’s part, I am 
not trying to judge. 

I am merely saying at this point that here is a facility that has 
not been used, that has been wasted for more than a year, at a time 
when testimony shows the master mechanics of big companies and 
small companies are crying to get these tools. So wherever the blame 
may lie, the fact is that we are still short of machine tools, and here is 
an outfit. that could be making them if it could only be used. 

Would you agree with that ? 

Mr. Hares. I think substantially, yes. As we said before, we 
would like to see that facility used, and if there is a machine tool 
which is critical and they can built it, that would be a fine arrangement. 

I would like to refer back to the question you asked me some time 
ago as to whether or not I had ever promoted the idea of canceling this 
contract. 

I think possibly my effort in determining where this requirement 
existed may have been misconstrued. For instance, I have referred 
here in this statement to certain exhibits. 

Senator Moopy. Are you going to talk now about the letter of last 
November ¢ 

Mr. Hayes. Well, two of them are November. ‘They are exhibits 
J, K, and L. (For exhibits see pp. 485-487), which were letters I 
wrote to NTA relating to them our unsuccessful efforts in obtaining 
orders, and particularly the fact that I got no result whatsoever at 
Buick, who had been reported as requiring some 400 of those machines, 
and I was worried about what was going to happen. We were all 
worried about seeing these machines roll off the assembly line and no 
place to put them except in storage. 

I simply was soliciting from NPA information as to where we could 
go to obtain orders. 

Senator Moony. Of course, is it not a little bit incongruous to talk 
about—and I am not being critical of you again—to talk about ma 
chine tools being severely scarce and then being worried about them 
rolling off the production line in such a way that you couldn't find 
any place to put them? Now those things do not gee up very well. 
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Mr. Hayes. It does seem rather out of place. But I think perhaps 
the answer lies in the fact that—and I have to go back again to the 
fact that there are so many different sizes and types of machines re- 
quired that this 42-inch was not the answer to the requirements. 

Senator Moopy. We did have some of the master mechanics in 
here. They testified very vigorously that they needed more tools, in- 
cluding more tools of this type, sooner, and they said that their 
aircraft schedules had been moved back because of the lack of these 
tools. 

I am very glad to see that you are producing 6 de ays a week, three 
shifts day, as fast as you can. But certainly there are not enough of 
these tools in the country. Whether there are iinet 42-inch Cut 
Masters in the country is something I am not qualified to judge. 

All of this was testified by some of these people, that they could use 
a 42-inch tool for a less amount. ‘That was the reason I asked you 

earlier, Mr. Hayes, whether or not it would be possible for Fisher to 
satan e different sizes the same as you do. 

Mr. Hayes. Well, they are a mass-production outfit, and the re- 
quirement having been represented to us and to them, as it was 
for 42 inch only, that was right up their alley—mass production of 
one size. 

Senator Moopy. I see. 

Mr. Hayes. And the only deviation from that size was, as I said, 
the 54-inch size, which they might have tackled later. But the quan- 
tities of those are much smaller than the 42 inch. 

Senator Moopy. Mr. Noone. 

Mr. Noonr. Mr. Hayes, you mentioned a couple of points in your 
conclusions and recommendations for correcting certain situations in 


the industry and in your company. Do you feel that the present pri- 
orities are adequate to your needs? Are you able to get materials and 
machinery as you need them? 
Mr. Hayrs. Well, currently the material situation is pretty fair. 
I think that NPA has done a very fine job in the last few months of 
(rr 


straightening that out. 

As to the capital equipment, machine tools in particular, which 
we still have coming in, they have done everything possible to get 
those lined up for satisfactory delivery dates to us. 

What the situation might er into if we were required to in- 
crease our production another 35, 40 or 50 percent, I don’t know. We 
will cross that bridge when we come to it—if we have to. 

Mr. Noone. In your exhibit G vou set out figures on the number 
of employees, the number hired by month in 1951 and the number term- 
inated. Are those figures relatively normal in your industry? 

I note 99 terminated in January 1952 and 88 in February 1952. 

Mr. Hayes. I would prefer not to speak for the industry. I am 
just familiar with what the cross section is. 

Mr. Noone. I should say, is that the normal rate of turn-over in 
your company ¢ ? 

Mr. Hayes. No. it is higher than it would be normally. 

Mr. Noone. Is there anything that could be done to slow that down ? 
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Mr. Hayrs. Well, it seems to be slowing down of its own accord, 
stabilizing right now, as you can see from the terminations in January 
and February of this year. It seems to be stabilizing itself auto- 
matically. 

Mr. Noone. Are you losing some of these employees to other in- 
dustries in your area paying higher wages ¢ 

Mr. Hayes. We were. That was one of the contributing reasons 
for the high rate of turn-over about a year ago when we were waiting 
for that WSB approval on the 8 cents. 

Senator Moopy. What is your average hourly wage? 

Mr. Hayes. It is in the neighborhood of—— 

Mr. Butiarp. Something over $2. Two dollars and a quarter, I 
think. Wait a minute, that is not the average. Around $2. I have 
forgotten the exact figure. 

Senator Moony. Those are skilled operators ? 

Mr. Butiarp. That is an average. 

Senator Moopy. Average / 

Mr. Buriarp. Yes. 

Senator Moony. What is the highest hourly wage you pay ? 

Mr. Butxarp. I am afraid I haven’t got that figure and I cannot 
remember it, sir. 

Senator Moopy. Do you know roughly ? 

Mr. Butxarp. It will be around $2.35, I think. 

Senator Moopy. What is the lowest ? 

Mr. Butiarp. I do not have that. I will be glad to send you those 
figures for the record. 

Senator Moony. All right. 

(The information referred to is as follows :) 

The company has been working three shifts since August, 1950. The average 
wage rate is $2.28 an hour, the base wage being $1.72 an hour. 

Senator Moopy. Now you have 1.222 Man-Au-Trols and Cut Masters 
on order, with sizes varying from 30 inches to 74 inches, with delivery 
dates stretching out anywhere from December of 1952 to December of 
1958. Is that Tight ? 

Mr. Hayes. That is right. 

Senator Moopy. Your feeling about this Bullard-Fisher contract, I 
take it, was that although that might produce lathes which would pro- 
vide the equipment to manufacture this more rapidly it would not be 
an additional requirement beyond that, that is additional require- 
ment bevond these deliver Vv di ates does not exist. Is that right? 

Mr. Haves. So far as we are concerned, we have no knowledge of 
what additional requirements may be. That is right. 

Senator Moony. Thank you very much for your testimony. 

Mr. Haves. Thank you, sir. T hope it is understood that termina- 
tion took place after the Government reviewed the requirements. We 
at that time had no idea what the requirements were any more than 
we have now for the future. 

Senator Moopy. I understand that. 
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Mr. Hayes. That was something that we just do not have insight to. 

Senator Moopy. As you may or may not know, since you have been 
here to several of these hearings, I have been critical of our cut-back. 
We have no business extending our period of vulnerability to the 
enemy, and I think the faster we get these machine tools, the less 
likely we are to have atomic war. I think that overshadows all other 
issues before the country. 

I think we should be arming faster than we are. My criticism of 
Government is they are going too slowly. 

Mr. Hayes. I hope the world situation does not get any worse. 

Senator Moopy. I do, too, Mr. Hayes, and the way to prevent it from 
getting worse, it seems to me, is to become sufficiently strong at an 
early date, because the more we stretch out the time between the 
present and the time when we are obviously too strong for anyone 
ever to attack us, the greater becomes the danger of war. I think 
that is the eae problem in front of the country. That is the reason 
we are looking into the machine-tool situation—to see why it is that 
we cannot produce faster. 

Mr. Hayes. It is a pretty deep-rooted situation, and we are going 
to do everything we can in our efforts. 

Senator Moopy. I am very glad to know that, and I do think you 
have cleared up a number of points which were in question before by 
presenting your case so well. 

Mr. Hayes. I am very glad of that. I want to say again that we 
appreciate this opportunity and the fairness in which you have dealt 
with the problem. 

Senator Moopy. That is fine. We are merely trying to do a con- 
structive job here. As you can see, we are not out to swing headlines 
on this thing. We want to find out whether the policy should be 
changed, and what the Congress can do about it. And if there is 
anything wrong in the situation, wherever it may be, if we can help 
by bringing it out, then we are going to try to do that. We are not 
allergic to public attention, but we are simply not playing for it 
primarily. 

Mr. Hayes. I understand. 

Senator Moopy. I think you know what Iam talking about. Thank 
you verv much, gentlemen. 

Mr. Hayes. Thank you, Senator. 

(For additional data furnished by Mr. E. C. Bullard, president, 
the Bullard Co., see appendixes I and II, pp. 549-552.) 

Senator Moopy. Mr. LeBlond. Do you solemnly swear your testi- 
mony before this committee will be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. LeBuonn. I do. 


EXHIBITS 


Exhibit A referred to in testimony of Mr. Frank U. Hayes, vice president and 
sales manager, Bullard Co., Bridgeport, Conn., consists of a catalog describing 
various Bullard machines. It is retained in.the committee files. 
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ExuHrsir B 


The Bullard Co,—Average number of employees 


1949 


January 1 
February 1 
March l 
April l 
May I 
June giclee 1 
July 1 
August l 
September 1 
October l 
November ] 
December ] 


NoTE.—Present employment approximately 3,633 Mar, 21, 1952, 


TURN-OVER 


[Percent] 
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Average terminations 
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ExuHisir D 


THE BULLARD Co., 
Bridgeport, 2, Conn., November 28, 1950. 
DEPARTMENT OF COMMERCE, 
NATIONAL ProbucTION AUTHORITY, 
Washington, D. C. 
(Attention: Mr. J. G. FitzGerald.) 

GENTLEMEN: Last week, the writer had the pleasure of discussing with you 
the problems which face us in connection with the execution of our projected 
production schedule, and wishes to take this opportunity to confirm the in- 
formation given to you at that time concerning our own situation. 

As you know, we are builders of machine tools, various types of our manu- 
facture being illustrated in the enclosed pamphlet. These machines are widely 
used industrially for production, maintenance, and toolroom purposes. 

During the second quarter of this year, we observed a small but constant in- 
crease in the rate of new orders, and this rate increased appreciably during the 
first part of the third quarter. In line with this increased demand which at 
that time had resulted in a backlog extending over a period of 6 months, we 
made plans to increase our output rate to become effective in January 1951. 
This increase was calculated to be about 50 percent over the output rate of 
1950. 

AS we approached the end of the third quarter, we found that our backlog 
extended nearly through the first half of 1951, including the 50 percent output 
increase already scheduled. Consequently, we modified our projected plans and 
made arrangements which will develop further increases resulting in a total 
1951 output approximately double the total output of 1950. 

In order to accomplish this, we increased our manpower by about 70 percent 
between July 15 and November 15. In addition to this, expenditures already 
made this year, together with outstanding commitments for added facilities 
represent a total of over $1 million. 

At the present time, approximately 35 percent of our total backlog is rated. 
These ratings cover equipment of our manufacture required by the defense pro- 
gram, specifically pertaining to tanks, aircraft, and AEC. The potential busi 
ness which hangs in the offing at the moment, promises to increase this per- 
centage very appreciably during the next few weeks, to say nothing of the poten- 
tial requirements for our equipment represented by the military defense air pro 
gram for European countries, 

We have extended ratings for procurement of materials, and in some cases the 
results have been favorable. In other cases they have been less favorable, and 
in others we have reason to believe that we are headed for delays in obtaining 
materials which will result in a cut-back of our projected output schedule. It 
must be appreciated that a machine which is 99 percent complete cannot be 
shipped without some small necessary component part or piece of material. 

Having taken these steps to increase our output to satisfy the demand sud 
denly created by the defense program, and at the same time meet commitments 
which have been made in connection with the civilian economy, and in view of 
the probably troubles which lie ahead of us in procurement of material, we are 
very apprehensive as to the outlook pertaining to the fulfillment of our complete 
schedule. 

At the present time, approximately 85 percent of our scheduled output for 1951 
is sold and we have certain types of machines already sold and scheduled into 
the first quarter of 1952. We feel that this demand for our products repre- 
sents a tremendous responsibility for this company in order to fulfill the commit- 
ments already made for delivery of this equipment as demanded by both the 
defense and civilian economy. Therefore, we appeal to your office for assistance 
in meeting these commitments. 

We feel that the equipment which we build, whether at the moment scheduled 
for defense or civilian use, represents a potential capacity to be used for any 
necessary purpose and therefore, as a member of the basic machine-tool industry, 
we are of the opinion that a directive issued in favor of the machine-tool indus 
try would be in order, since the over-all requirements of the industry at its 
present scheduled output rate are very small compared to the capacity of such 
industries as we depend upon ourselves. 

The above represents a rather brief but accurate summary of our own con 
dition and circumstances, which may not be typical of the machine-tool industry 
at lacy Lic weve., even though we are one of the largest machine-tool builders, 
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such plants as may use our equipment also depend on other machine-tool build- 
ers for equipment necessary to completely process component parts required 
in either defense program or civilian economy. 

We trust you will accept the contents of this latter as one example within the 
machine-tool industry wherein it is quite evident that the present NPA Regula- 
tion No. 2 does not adequately cover the requirements as related to the ability 
of the machine-tool industry to supply the current and potential demand, 

Very truly yours, 
THe Buriarp Co,, 
F. U. Hayes, 
Sales Manager, 


ExHtpir E 
THE BULLARD Co,, 
Bridgeport 2, Conn., December 28, 1950 


DEPARTMENT OF COMMERCE, NATIONAL PRODUCTION AUTHORITY, 
Washington, D.C. 
(Attention: Mr. J. G. FitzGerald.) 

GENTLEMEN: Please refer to our letter of November 28, wherein we optlined 
to you our plans for increased schedules in 1951, and also stated our apprehension 
towards the results of material shortages which would prevent us from carry- 
ing out our 1951 plans. 

Since that time, receipt of rated orders has increased the percentage of this 
category to nearly 60 percent of our total backlog instead of the 35 percent 
which was mentioned in the November 2s letter. 

Furthermore, our 1951 scheduled production is practically sold out and we 
have an even greater number of machines sold and scheduled in the first quarter 
of 1952 than mentioned beforehand. 

We have managed to overcome critical material shortages of one kind or 
another in the past few weeks without making appeal to you. However, all in- 
dications are that we will have increasing difficulty in obtaining certain items in 
time to complete shipments as scheduled, and this, we think, will critically 
develop during the next two months. We are sure you will appreciate that the 
additional manpower which has been added to our foree here in the last 5 
months and the new facilities which have been installed will be useless without 
the required materials. 

Not having had any reply from you to our letter of November 28, we again 
inquire as to what intentions you may have to relieve the situation which exists 
regarding our attempts to satisfy requirements of the existing defense program. 

Very truly yours, 
Tue BuLiArp Co., 
F. U. Hayes, Sales Manager. 


EXHIBIT F 


THE BULLARD Co., 
Bridgeport, Conn., July 31, 1951. 
Mr. H. L. T1Gces, 
General Industrial Equipment Division, 
Vational Production Authority, 
New General Accounting Office Building, 
Washington, D.C. 

Desr Mr. Ticces: At this time, we wish to place in your hands a summarized 
review of developments which have taken place since July 1, 1950, concerning 
the requirements for our machine tools as related to the defense program, our 
efforts to gain increased production to meet these requirements, and our current 
status as to rate of production, defense contractors’ requirements, and other 
related matters. 
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As you know, normally we build several types of machine tools. However, 
due to the excessive demand for our Cut Master vertical turret lathes, Man 
Au-Trol vertical turret lathes, and type “D” Mult-Au-Matices, we have discon- 
tinued our model 30-H horizontal lathe, our type “K”’ Mult-Au-Matice and the 
Contin-U-Matie line, so as to make available additional capacity for those 
items which are of a critical nature. While the hor'zontal-boring-machine line 
may not be classed as “critical,” we have continued the manufacture of this 
machine with the exception of the 53-inch size, there being a definite demand 
for the 4-inch and 5-inch sizes, 

Hlowever, our main problem is in meeting the demand for the Cut Master 
und the Man-Au-Trol vertical turret lathes, beth of which are required in the 
programs for jet engines, radial engines, and various component parts for tanks. 

During the month of August 1259. the first real evidence of demand for our 
equipment in connection with the defense program was noticed in the form of 
a large order received from a defense contractor, to be used for the manufacture 
of tanks. Following this, numerous projects were launched fer tanks, jet 
engines, and radial engines as well, and these were reflected by an increase in 
the rate of new orders received. At a later date, the Mutual Defense Assistance 
program came to life, representing a substantial quantity of machines of the 
type which we manufacture. 

On November 28, 1950, we wrote to the National Production Authority, for 
the attention of Mr. J. G. FitzGerald, outlining developments up to that time 
We attach a copy of that letter for your reference, together with copy of a 
secend letter written to Mr, Fit7Gerald under date of December 28, 1950 

The following statements concerning developments which have taken place 
since the first of this year and our current status are of vital concern to us and 
are very pertinent to the problems at hand: 

(1) The following figures concerning production rate and hacklog in terms of 
units are self-explanatory. These figures have to do only with the Cut Master 
and Man-Au-Trol vertical turret lathe lines collectively. 


Produ 


Irly 1, 1950 1s wnits 
Jan. 1, 1951 20 "nits? 
July 1, 1951 . 10 unit 


Nxhibit A—Delivery schedule summary, indicates the number of units of ea 
size and type machine on order, and the date on which we can hope to complete 
shipment of these requirements based on a rate of 60 units per mont! 

Exhibit B includes the percentave breakdown sllowed to the vari 
groups Within the 70 percent specified by order M-41, as well as the > 
for other groups. The discrepancy in total units is due to the fact that 
A includes all units scheduled or not scheduled, while exh bit B inch 
those which are scheduled as of this time. 

(2) In order to achieve the scheduled increase in produ‘tion rate, we 
creared our personnel to enable us to build up inventory in anticipation of 


| 
increased shipment rate. In July 1950 we employed approximately 1.275 
January 1951 approximately 2.700, and currently, we employ approximately 5.200 
We are working on a S-shift basis, G days per week 

(3) Our production is not completely balanced our plant due to the lack 
certain metal-working eyuipment. Some of the required equipment has beet! 
obtained recently through military reserve, but we do not have all of the equip 
ment lined up which is ne essar, for a complete ba’ance. It should be noted 
that while our o jective is GO units per month, to take eifect in January 152 
there is some doubt as to whether or not we can attain this objective because of 
this unbalanced condition. Any lesser rate of production wo directly affe 
the completion dates on exhibit A mentioned in item (1) a! 

$) Earl 


er this vear, because our hacklog was pred 
tors, it was prooosed that this plan be expand: d 
» pursuing this possibility, we consulted offi 
National Production Authority and also t 
informed at both sources that if the Air Force 
an expansion of the ilar . it would be a 
Munitions Beard 
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We then submitted to Wright-Patterson Air Force Base a list of equipment, in- 
cluding some building construction necessary to double the production rate 
planned at that time, and possible by the use of our own facilities then existing 
vr committed for. 

After submission of this proposal to the Air Force, it became evident that it 
would not be permissible for the Air Force to sponsor such an expansion plan, 
and we found it necessary to again approach the National Production Authority 
and the Munitions Board. In subsequent discussion wth these two sources, and 
also in a discussion in the Office of the Under Secretary of Air, we were informed 
that it would be necessary for us to supplement the production of this plant 
by subcontracting and licensee arrangement. 

(5) We have endeavored, with some success, to subcontract parts and units 
to the extent necessary to balance our production. However, at the start of our 
subcontracting program, we were hampered considerably by the fact that addi- 
tional costs, caused by subcontracting would not be allowed in pricing for- 
mulas. Besides this, we found subcontracting to be expensive, not only be- 
cause of the initial cost, but because of frequent salvage work necessary on such 
parts and units after they are received here from the subcontractor. 

(6) So far as licensee arrangements are concerned, starting in February of 
this year, we negotiated with the Fisher Body Division, General Motors Corp., 
concerning the proposed building at 42 inch vertical turret lathes at their plant. 

All of the necessary blueprints and data were submitted to Fisher Body Dvi- 
sion, in order that they could estimate their plant capacity and submit a unit 
price tous. It was proposed that in this case, the Air Force would issue a prime 
contract to the Bullard Co., with the understanding that it would be subcon- 
tracted in full to Fisher Body Division. 

These negotiations continued, but were hampered somewhat by the limitations 
of price controls up to the time when negotiations were concluded about 2 
weeks ago, when we received a letter from Wright-Patterson Air Force Base, 
indicating that no further negotiations would be necessary in view of the re- 
strictions imposed by the Office of Price Stabilization and “other extenuating 
circumstances.” 

As a matter of fact, during this period, we never did receive a formal pro- 
posal from Fisher Body Dvision, although we were given to understand verbally 
that the price for a 42 inch machine, equipped with three heads, a chuck, and 
cutting lubricant system would be approximately $88,000. This is more than 
double our current ceiling price. 

Even if a satisfactory negotiation had been concluded with Fisher, we do not 
feel that this would have been an adequate solution to the problem, as they were 
planning to build only the 42-inch machines to a given specification without varia- 
tions. It can be understood readily that to build a stockpile of one size of 
vertical turret lathes to a given specification would not solve the problem of 
supplying two, three, or four different sizes to a contractor engaged in the manu- 
facture of jet engines. In other words, a jet-engine contractor requires three or 
four different sizes of this same type machine in order to balance out his produc- 
tion on component parts of the engine. 

(7) We tind in many cases that the best scheduled shipment date made in 
accordance with NPA Order M—41 is anywhere from 3 or 4 months to 2 years 
later than required delivery dates specified by defense contractors. This can be 
seen from our report made to your office monthly on Form NPAF-62, which in 
itself is a very pertinent indication of the general situation concerning the supply 
and demand of Bullard machine tools. 

(8) In our opinion, steps should be taken to result in increased production on 
all of the sizes of machines which are critical to the defense program. It may be 
that consideration will be given to expansion of the Bullard plant in Bridgeport. 

If so, we believe the following points will be of interest : 

(a) A given amount of funds expended for supplemental facilities for this 
plant would result in actual increased production on all critical sizes and types of 
machines of our manufacture in a shorter period of time than if the same funds 
were to be expended for the purpose of starting up operations at the plant of a 
proposed licensee. 
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(b) The personnel of the existing facility here in Bridgeport would be avail- 
able to provide the necessary know-how in expanding operations. In this con- 
nection, however, we realize that there may be a serious problem concerning 
available manpower. 

(c) Unit cost could be maintained consistent with past performance and the 
increase of productive capacity at the existing facility, whereas it would appear 
that unit cost, necessarily, would be more at a licensee’s plant. 

(d) If an expansion of this plant is contemplated, it would be absolutely neces- 
sary to establish a green light for the procurement of building materials, equip 
ment, and materials necessary for the manufacture of the machine tools in 
question. 

Financing of this program has become a serious problem and hardship for this 
company. We have negotiated private loans necessary to increase our working 
capital in order to increase inventory in keeping with the increased production 
plans. We now are contemplating negotiation of a V loan, However, we think 
that issuance of pool orders with 30 percent advance payments, as was done 
during World War II, would alleviate the financial problem to a very great 
extent, and we sincerely hope that steps will be taken in this direction. 

The scheduling of defense contractors’ orders, as originally required under 
regulation 2 and currently governed by order M-—41, in our opinion, is inadequate, 
inasmuch as no real preference is established. We have many cases where a 
group of orders placed by an individual contractor scheduled according to order 
M-—41, represent a block against the requirements of pilot line for other con- 
tractors. In this respect, we feel that an urgency established by a preference 
rating system would allow us to schedule pilot line requirements of one contractor 
right along with the production requirements of another contractor, which is not 
possible to do now, particularly when many months may have elapsed: between 
issuance of the two contractors’ orders placed on us. 

We cannot emphasize enough the seriousness of this situation. We deem it 
serious because we believe that these orders for our equipment have been placed 
with us to satisfy a real need for them in the contractor’s plant. If, however, the 
contractor is to be held to his starting schedules on his supply contract, and our 
situation concerning our ability to supply him with the machines when he states 
that he requires them is any criterion, then certainly the contractor will not be 
able to meet his own supply contract schedule. 

It is our sincere hope that this letter will receive vour careful consideratior 
and that a realistic and practical solution will be found in the very near future 

Very truly yours, 
THE BuLiarp Co., 
I’, U. Hayes, 
Vice President-Sales Manager 


ExHisir A 


The Bullard Co., Bridgeport, Conn., delivery schedule summary 


nachine 


~-inch Cut Master September¥1952 
36-inch Cut Master 7 | January 1954 
42-inch Cut Master } February 1954 
54-inch Cut Master 7 A pril 1955 
64-inch Cut Master 7 | May 1953. 
74-inch Cut Master 7 February 1952 
30-inch Man-Au-Trol 256 | July 1953 
36-inch Man-Au-Trol___. October 1953 
42-inch Man-Au-Trol a November 1953 
54-inch Man-Au-Trol 17 | March 1955 
74-inch Man-Au-Trol ' vet 1 | February 1952 


Total Cut Masters and Man-Au-Trols_. 
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Exutpeit G 


Employment turn-over record, by months, period Dec. 31, 1950, through Feb. 
29, 1952 





Total 
Month | active 
employees 


Number | Number 
hired | terminated 


1951—January - - - 
February 
March 
April... 
May 
June. 
July 
August 
September 
October 
November 
December 
January 
February 


Exursit H 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, September 12, 1951. 
THE BULLARD Co., 
Bridgeport 2, Conn. 

GENTLEMEN : Mr. Wilson, Director, Office of Defense Mobilization, has declared 
that requirements for military production show a demand for machine tools 
in excess of supply and that metalworking tool production must be increased. 

One of the means of accomplishing this increase is to expand the pool-order 
program and to permit a 30-percent advance on the pool order. 

As a first step in implementing Mr. Wilson’s program, the order boards have 
been studied with particular attention to defense orders as being the best guide 
for the types of tools presently being required by the defense program. From 
this review a proposed pool order has been set up for your company with indi- 
cated completion date. A copy of this schedule is enclosed herewith. 

For your information we are anticipating that the terms of the contract will 
permit charging off of all machines of the sizes and types specified in the sche- 
dule which are shipped after effective date of the contract. 

It is recognized that accomplishment of this schedule requires a great intensi- 
fication of effort such as increase in working force, shifts, and especially exten- 
sive subcontracting. 

You are requested to review this schedule and indicate the unit price to user 
of each item and the total value of all items. The unit price should be the base 
price of the machine with electric equipment hut without attachments. Return 
one copy of the schedule to us within 1 week from the date of receipt. 

The attached schedule is not to be construed in any way as a commitment on 
the part of your Government to purchase the equipment itemized therein. If 
approved formally, a pool order will be placed with you by the appropriate 
Government agency. 

This whole proposal is predicated upon the assumption by the National Pro- 
duction Authority that you will subcontract with the Fisher body division of 
Geveral Motors Corp. for the production of the machines since the National 
Production Authority desires such an arrangement in the interest of the mobili- 
zation effort. 

Very truly yours, 
H. L. Traces, 
Director, Metalworking Equipment Division. 
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Description of machine | Quantity | Unit value| Total 


| Bullard 42-inch Cut Master vertical turret lathes with 
turret head, side head, 4-jaw chuck, cutting lubricant 
system and electrical equipment -- - .- 


Total 


Note.—Delivery of above machines to be completed by Oct. 1, 1953, or sooner if possible. Prices f. o. 
point of manufacture, 


Exurpir I 
THE BULLARD Co., 
Bridgeport 2, Conn., September 25, 1951. 
DEPARTMENT OF COMMERCE, NATIONAL PRODUCTION AUTHORITY, 
Washington 25, D.C. 
Attention: Mr. H. L. Tigges, Director, Metal Working Equipment 
Division. 

GENTLEMEN: We acknowledge receipt of your letter of September 12, 155i, 
with which was enclosed a proposed pool order schedule, in duplicate, covering 
757 Bullard 42-inch Cut Master vertical turret lathes. 

In compliance with your request, we enclose herewith one copy of said pool 
order schedule, exhibit I, and submit the following proposal, covering said quan- 
tity of machines as further described below, subject to terms and conditions set 
forth herein. It is understood that, in accordance with your instructions, we 
shall subcontract with the Fisher Body Division of General Motors Corp. for 
production of the machines covered by this proposal, since the National Pro- 
duction Authority desires such an arrangement in the interest of the mobiliza- 
tion effort. It is further understood that in requesting this proposal, you have 
given due consideration to the difference in cost to the Government of such an 
arrangement as compared to current ceiling price for like machines manufactured 
by us. 


I, PRODUCT TO BE FURNISHED 


Bullard 42-inch Cut Master vertical turret lathe, speed range (to be deter- 
mined). with manually controlled selective speed, electrohydraulic gear shift and 
pendant control. V-belt drive complete for floor mounting of motor, including 
wiring and transformer to deliver 110-volt current to push buttons, equipped as 
follows: 

One right-hand swiveling main turret head with tool post feed works and auto- 
matic feet stops; 

One right-hand side head with feed works and automatic feed stops; 

One four-jaw independent chuck; 

Cutting lubricant system complete with motor pump unit, splash guards and 
piping: 

One 30 horsepower, 1,800 revolutions per minute horizontal, 440 volt, 3 phase, 
60 cycle, totally enclosed, fan-cooled, ball bearing 55° C. motor, dynamically 
balanced to 0.001 inch limit including rails; 

One magnetic across-the-line starter. 


II, PRICE 


We propose to furnish these machines at a fixed price of $90,608 each, f. o. b., 
point of manufacture, subject to redetermination, with no maximum or minimum 
price limitations, on a basis to be agreed upon under provisions similar to those 
contained in the Price Revision Article, Form II B, set forth in the Armed 
Services’ Joint Procurement Regulation 4-305.5. 
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The price quoted herein is arrived at as follows: 


Price quoted by Fisher Body Division for the specified machine, but 
without main drive motor and starter, top jaws for chuck, tool post 
and accessory kit ~~~ =o aot ; Se __._. $75, 804 
Bullard’s current manufacturing cost for like machine including top 
jaws for chuck, tool post and accessory kit 


Added cost of subcontracting 52,317 
Estimated cost for time and expense of Bullard personnel at Fisher plant 
and added engineering and supervisory wor kat Bullard plant on this 
subcontract : ; foes a 400 


Total added cost of subcontract ee ‘ 52, 717 
Ceiling price of identical (Bullard-built) machine determined under 
SR-2 Revision 1 of CPR 30, without added subcontract, overtime, or 

shift premium costs be : Z ; 36, 945 


SY. 662 
Main drive motor and starter aie 946 


Total price, determined under provisions of SR-2, Revision 1, 
CPR 30 : --- 90,608 


Included in the price quoted to us by the Fisher Body Division of General 
Motors Corp., are the following items: 


Amount 


Total 757 


y a ac i 
mastines Per machine 


| 
S»ecia] tools, dies, jigs, and fixtures $3, 123, 7&3. 21 $4, 126. 53 
“‘Make-ready”’ expense (preproduction expense and plant rearrange- 

ments 1, 188, 595. 98 | 1, 570. 14 
Estimated rental of Government-owned facilities 1, 295, 181. 58 1, 710. 94 


III, DELIVERY 


Conditional upon the timely receipt of all necessary materials, purchased 
parts, special tools, dies, jigs, fixtures, production equipment, and all other 
facilities required for the program, it is estimated that shipment will be made 
of these machines as follows: 


Number of months after acceptance of firm order by Fisher Body Division 


Number o} | Number of 

Months: machines | Months—Continued machines 
6 2 | 1D wes aceseauenaaea a 
i 8 | 16 50 
S 20 | 17 . . 50 
30 | 18- ; 50 

45 | 19 ae 50 

50 | ») i a 

50 | 21 4 m0 

5O an inl 50 

50 | 2 on ; : ae : 52 


IV. SPECIAL TOOLS 


The cost of the original complement of special tools, dies, jigs, fixtures, and 
similar manufacturing aids necessary for the manufacture of these machines has 
been included in the price herein quoted. It is proposed that such special tools 
shall be subject to provisions similar to those contained in the special tooling 
article set forth in the Government’s Armed Services Procurement Regulations, 
section 13-504, with the further understanding that paragraph (E) will be elim- 
inated from such special tooling article. 
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V. FACILITIES 


This proposal is made with the understanding that appropriate arrangements, 
satisfactory to Fisher Body Division of General Motors Corp., will be effected 
whereby United States Government will furnish Fisher Body Division with the 
machinery, equipment and other facilities necessary to undertake the im 
as per schedule B of exhibit IT, attached 

This proposal is submitted subject to the subsequent neg 
Fisher Body Division of General Motors Corp. and the Bullard : 
satisfactory contract provisions with respect to inspection and acceptance, terms 
of payment, warranties, patents. technical and engineering assistance, 
other terms and conditions not covered herein, and to the subsequent 
between the Bullard Co, and the General Services Administration 
satisfactory machine-tool pool contract. 

Very truly yours, 
Trt 
BE. C 
President and Gene 


ExHisiT I 


NOTE Delivery of above mac 


point of Manufacture 


Bridgepoi 
Mr. Swan E. Bercstrom, 
Director, Metalivorking I quipment Division 
Vational Production Authority, Washington. 


Dear Me. Bercstrom: Reference is made to the Geo 
tion letter of intent dated September 21, 1951, issued to the B 
manufacture of 757 42-inch Cut Master vertical tv ‘t lathes As 
this letter of intent, the Bullard Co, issued a ilar letter of intent 
fisher Body Division of General Motors Corp. for the subcontract of the 
mentioned quantity of machines 

In line with the terms of the letter of intent, \ ve cooperated to 
extent with Fisher, so that they could carry out the necessary prep: 
manufacture. Also, we are working with GSA form mutually 
terms and conditions leading up to the signing of a detinitive 
we have put forth necessary sales effort to obtain orders for 
required by the letter of intent 

It is this last item which prompts us to write to you at this time, severa 
weeks after the letter of intent was issued to us by General Servic 
Administration, 

Under date of October 1, we issued a general notice to our domestic and 
Canadian field organization, announcing the fact that this contract had bee 
entered into, stating the specifications of the machines to be built by Fisher, the 
scheduled delivery of such machines, the price and soliciting inquiries, in the 
same manner which we would follow if we were soliciting orders for machines 
built here in Bridgeport. 

At this writing, we have not succeeded in cultivating serious negotiations with 
any service contractor for the purchase of these machines. There have been 
serious objections to the price of $91,000 per unit, as compared to the price of 
an equivalent unit built here in Bridgeport of approximately $40,000, and it has 
been stated in several cases that the difference in available delivery is not worth 
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the difference in price. Furthermore, the service contractors seem to be quite 
reluctant to request approval from their contracting officer to cover the difference 
in price. 

However, what we consider to be much more serious than the objections to 
the price is the fact that we have been unable to determine a requirement for the 
quantity of 42-inch Cut Master vertical turret lathes specified in the letter of 
intent. 

For example, during the period of negotiation of this contract, starting in 
January 1951 and culminating in the signing of the letter of intent last September, 
Buick Motor Division of General Motors Corp. was often mentioned by Govern- 
ment officials as a contractor who had a large potential requirement for this 
machine. In fact, early this year, it was stated that they would require over 
1,000 units. In September of this year, it was stated that they would require 
approximately 400 units. 

Therefore, on October 26, when we submitted our proposal to Buick to cover 
one or more machines to be built and shipped by Fisher, we were very much sur- 
prised to learn that they will not require any of these machines. We have 
checked this up several times since October 26, and now have the final conclusion 
from Buick, stating that no additional machines of this size and type will be 
required in their program. This, therefore, eliminates the largest potential user 
mentioned during the negotiations. 

In view of these developments, may we suggest that the requirements for this 
type and size machine, in connection with the over-all requirements of the defense 
program, be reviewed at this time. If it is found that there are requirements for 
this size and type machine, that so far we have not been cognizant of, then we 
should like to be informed of these requirements, so that we may attempt to 
negotiate for orders. If, on the other hand, a review of the requirements might 
reveal that this contract should be modified, then we would like to be so advised. 

We believe that this matter warrants your immediate and serious consideration, 
and stand ready to discuss it with you in further detail at any time which may be 
convenient. 

Very truly yours, 
















Tne Bouirarp Co., 
F. U. HAyEes, 
Vice President-Sales Manager. 









Exuipit K 





THE Butrarp Co., 
BRIDGEPORT, ConN., November 27, 1951. 
Mr. SWAN E. BERGSTROM, 
Metalworking Equipment Division, National Production Authority, 
Washington, D. C. 

Dear Mr. Bercstrom: We make reference to our letter of November 15 and 
the discussion which tock place in your office on November 16, when Mr. E .C. 
Bullard and the writer reviewed the matter with you, concerning the General 
Services Administration letter of intent dated September 21, 1951, issued to 
the Bullard Co. for the manufacture of 757 42-inch Cut Master vertical turret 
lathes. 

At this writing, we are unable to report to you that we have been successful 
in obtaining an order for any of these machines which have been subcontracted 
to the Fisher Bedy Division of General Motors Corp. 

We have inquired of the Munitions Board and the Air Force as to defense 
contractors, whom we might approach other than those who already have 
been approached by us, in order that we may continue to negotiate for orders 
to cover this quantity of machines. In both instances, we have been in- 
formed that, apparently, such a requirement exists, but we are not in receipt 
of any specific information which would permit us to point up any particular 
negotiation with an individual contractor. 

We are seriously concerned about this matter, since it is quite different from 
our usual method of operation, whereby we plan our production schedules for 
building machine tools according to the demand as it develops realistically. 
We think that this is no different from the fundamental manufacturing practice 
used by many concerns, 
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We certainly would not care to see a stockpile of our machines built for 
storage at the expense of the Government and the taxpayer when, if such a 
matter were within our control, we would not permit it ourselves. 

Therefore, we are writing to you again at this time, respectfully requesting 
reply to our letter of November 15, relative to the specific requirements for these 
machines. 

Very truly yours, 


THE BULLARD Co., 
F. U. Hayes, 


Vice President-Sales Manager. 


Exuipit L 


Tue- Butiarp Co., 
Bridgeport, Conn., December 17, 1951. 
Mr. Swan E. BercsTrom, 
Metalworking Equipment Division, National Production Authority, 
Washington, D. C. 


Dear Mr. Bercstrom: Under dates of November 15 and November 27, we 
placed on record with you the procedures which we have followed in attempting 
to secure orders from individual defense contractors for the 42-inch Cut Master 
vertical turret lathes which are to be built under subcontract by Fisher Body 
Division, General Motors Corp., resulting from the letter of intent dated Septem- 
ber 21, 1951, issued to the Bullard Co. by General Services Administration. 

We regret to report at this time that we have been unable to initiate a single 
order for one of these machines, and, therefore, are still very seriously con- 
cerned about the absorption of this quantity of machines through the require- 
ments of the defense program. 

We understand that you are checking this matter with the services and anx- 
iously await your findings, inasmuch as each week that goes by carries with it 
a proportionate expense in preparation and preliminary production cost. 

AS mentioned in our letter of November 15 we are endeavoring to formulate 
mutually satisfactory definitive contracts with General Services Administration 
and General Motors Corp. Proposed drafts of these contracts were sent to 
General Motors Corp. under date of November 28 and currently we are awaiting 
their return with their comment. 

We respectfully call your attention to the fact that the letter of intent dated 
September 21, 1951, referred to above, is presently extended only until December 
26,1951. In the light of existing circumstances, as we have found them, as out- 
lined in our above-mentioned letters, and in this letter, will you kindly inform 
Mr. Irving Gumbel, of General Services Administration, and the Bullard Co. 
if it is your desire that this letter of intent be further extended. 

Very truly yours, 
THr BuLiArD Co., 
F. U. HAYEs, 
Vice President-Sales Manager. 


ExHIBIT M 


THe Butrarp Co., 
Bridgeport, Conn., January 10, 
Mr. SwAn E. BERGSTROM, 
Metalworking Equipment Division, National Production Authority, 
Washington, D. C. 

Dear Mr. BeERGstTROM: At this time we wish to take the opportunity to submit 
a report to vou concerning the results of our efforts to meet the defense-program 
requirements for machine tools of our manufacture. 

We are operating our plant on a three-shift basis and have been since the 
latter part of 1950. Our employment has been increased from 1,400 in June 
1950 to 3,400 at the present time. 

We haye taken every possible advantage of subcontract sources for castings and 
machining necessary to obtain the maximum output allowable. Also we have 
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expended over $1.5 million of our own funds for additional equipment necessary 
te increase production. 

To supplement this we have received from the services some equipment which 
is of course installed on a rental basis as well as other new equipment purchased 
for and on behalf of the Government under a facilities contract. 

As a result we are pleased to report that our total shipments for the year 
1951 were approximately 214 times the total shipments made in the year 1950. 
Also, the current rate of shipments is four times that of June 1950. 

We have planned a further increase in production which, if accomplished, will 
result in total shipments for the year 1952 of double the 1951 total. 

At times during the past year we were faced with a backlog extending well into 
1954 but as a result of revised planning and resultant production increases we 
have succeeded in reducing this period of time so that the following is our current 


backlog stutus: 
ilendar date 


12 | January 1953 
November 195 
September 1953 
November 195 

Do 
February 1953. 
December 1952. 
December 1953, 

Deo 

Do 
November 1953. 

Do 
December 1952, 
July 1952 
August 1952 


» 


We trust this data and information will be of interest to you. 
Very truly yours, 
THE BULLARD Co., 
KF. U. HAYEs, 
President-Salces Manager. 


Exuinit N 


THe BuLiArD Co., 
Bridgeport, Conn., January 21, 19852. 
Mr. Swan E. Bereastrom, 
National Production Authority, Metalworking Equipment Division, 
“ ashinoton, D. ( 


AR Mr. BercsTromM : Reference is made to the writer's letter of January 10, 


n Which we outlined, in an informal report, progress which this company 
had made in increasing our output starting from June 1950 


Also in that letter, on page (2), we included a summary of our backlog in terms 


of units for each size and type machine which we manufacture. 

Since that date, several things have occurred which prompt us to submit to 
you herewith a similar summary of our backlog, indicating the net changes which 
have taken place during the past 10 days 

On January 11, by mutual agreement, the Air Force notified us of termination 
of contract AF-33(038)20099, and we have accepted such termination, in view 
of the fact that it was considered a benefit to all concerned that the Bullard Co. 
deal direct with Air Force contractors who required machines previously 
allocated to them under that contract. Simultaneously, the Air Force authorized 
those contractors to purchase the machines direct from the Bullard Co. 

In the process of negotiating with these various contractors, in order that 
formal orders might be issued to us, we have come to the conclusion that, whereas 
the aforementioned contract originally specified 519 machine units, a considerable 





MACHINE-TOOL SHORTAGES 189 


portion of this quantity will not be required. Thi h some Ss, lue to the 
fact that the Air Force contract contained 
tractors which were duplications of orders 
ously placed direct with us. In other ¢; 
number of each size and type of macl 
sibly due to changes in engine schedules 
However, the net result to dute, since 
that we have secured commitments for 2 
Inasmuch as the figures submitted to you 
O19 units in respect to the Air Force contract, this f alone requires a 
report to you 
Also, at the moment ve are in reeeipt of numerous inquiries concern 


cost ¢ termination, if certain orders should be terminated This situat 


seems to be confined to an ordnance vehicle program, but involves perhaps 


single-spindle machines and 25 Mult-Au-Matics. In this instance, some of the 
Mult-Au-Matics had not been entered in our schedule, and therefore, were not 
neluded in the total of 105 Mult-Au-Matics mentioned in the January 10 letter 
All of this leads us to speculate as to the specific requirements connected with 
the defense program, this being a point which we have endeavored to ascertain 
for many months. 
Following is the status of our backlog currently, ij h you will me 


net difference in units, resulting from the afore | occurences 
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We trust this information submitted to you, on the same basis as that which 
waks given to you on January 10, will be of some use to you, and we will be 
pleased to supplement this with any additional detailed information which you 
might require. 

Very truly yours, 5 
THe BuLiarp Co., 
F. U. HAYES, 
Vice President-Sales Manager. 


TESTIMONY OF RICHARD E. LeBLOND, PRESIDENT, THE R. K. 
LeBLOND MACHINE TOOL CO., CINCINNATI, OHIO 


Mr. LeBuonp. I have to apologize first for not having such a well- 
prepared presentation. 

Senator Moopy. Since it is 4:15, if you will answer my questions 
and help the committee, we will be very grateful to you. 

Mr. LeBuonp. Senator, I have listed some things 

Senator Moony. First would you mind stating your name and busi- 
ness for the record ? 

Mr. LeBionp. My name is Richard E. LeBlond. I am president of 
the R. K. LeBlond Machine Tool Co., Cincinnati, Ohio. 

The company was founded in 1887, incorporated in 1896, reorganized 
in 1922 under the laws of Delaware. 

Do you want mé to give the officers of the company ? 

Senator Moony. No. You manufacture machine tools exclusively, 
do you not? 

Mr. LeBionp. Exclusively. Unlike Bullard, we manufacture lathes 
in very great number of different varieties. Ac tually when this Korean 
thing started we made 32 different types. 

Senator Moopy. You have cut down that number, have you not, 
since then ? 

Mr. LeEButonp. We have dropped five since Korea and we have added 
ene, a turbine wheel lathe. 

Senator Moopy. I see. How many of those lathes are you making 
under military contracts? 

Mr. LeBuonp. Since February of this year, of course, all of our 
deliveries have been against priority. 

I made up a curve—would you let me—I have a paper here of about 
five pages, and I think 

Senator Moopy. Let me ask you this: Your plant is located in—— 

Mr. LeBronp. Cincinnati, Ohio. 

Senator Mcopy. How m: uy people do you employ ? 

Mr. LeBuonp. In February 1950 we had 615. We were averaging 37 
hours a week. In February of 1951 we had 787, averaging 50 hours a 
week. In February 1952 we had 900, averaging 50.2 hours a week. 
In February 1942 we had 1,130, averaging 55.7 hours a week. 

Senator Moopy. You operate on one shift or two or three shifts? 

Mr. LeBionp. We operate on two. Well, we have not got our sec- 
ond shift full. Weare working 5 days, 10% hours a day for each shift. 

Senator Moopy. And you have to pay overtime for that extra shift ? 

Mr. LeBionp. Yes. We pay 20 percent night differential in 
Cincinnati. 

Senator Moopy. You are not quite producing your maximum, then, 
are you ? 

Mr. LeBuonp. No, sir. 
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Senator Moopy. Why not? 

Mr. LeBionp. Well, that is why I would like to read my statement. 
I think I have covered it pretty well in my statement. It is only four 
pages long. 

Senator Moopy. That is fine. Do you have a copy of it? 

Mr. LeEBionp. No, sir, I haven't. 

Senator Moopy. All right. Why do you not just read it? Then if 
you will leave it with the committee, I think it will be helpful. 

Mr. LeBronp. In order to study what happened to our company 
after Korea it should be pointed out what our experience was im- 
mediately before Korea. Following World War II our operations had 
been on a steady decline. If we take the shipments of the first half of 
1950 and multiply them by two and compare this figure with our ship- 
ments of 1946, we find that our volume fell off 44 percent. We actually 
operated in the red for the first 4 months of 1950, and the shipments of 
May and June resulted in a small operating profit for this 6-month 
period. 

Immediately after Korea new orders for machines came in at a very 
substantial rate. There were no priority orders at this time, and ac- 
tually very few of these initial orders were for defense. Our priority 
experience from December 1950 to February 29, 1951, is illustrated in 
the accompanying chart—the percentage of our backlog covered by 
priorities. (See chart, p. 502.) 

In spite of the lack of defense orders—— 

Senator Moopy. May I interrupt, please? This runs from 13.77 
percent of your backlog covered by priorities in January 1951 to 79.79 
percent in February 1952; is that correct ? 

Mr. LeBuonp. That is right. 

In spite of the lack of defense orders, it became clear to us that 
machine tools would be greatly needed, and we expanded our working 
force and increased our schedule of hours, and our commitments for 
materials. 

In making comparison of this effort with our experience in World 
War IT, I do not believe this committee should look back to December 
1941 for this comparison but rather to September 1939, because we 
had a 2-year running start of blow-up by December 1941. I believe it 
better to compare the 20 months since Korea with the 20 months im- 
mediately following September 1939. In submitting volume figures I 
am using a dollar comparison, and not units. Units in the case of our 
company are meaningless. Today we have lathes on our backlog 
ranging in price from $1,626 to $81,441 per unit. Obviously one can- 
not compare these two items, although in dollars they are reasonably 
comparable in percentage of materi: als and labor, et cetera, and other 
items of cost. Our past records do not show a comparison of the 
number of units shipped. We have never kept track of units shipped 
in our life. 

This chart shows an accumulative curve of shipments in dollars in 
20 months after September 1939 and 20 months after June 1950." 

I believe there are many reasons why this Korea curve has not gone 
up at a faster rate. The lathes we are building today are more pro- 
ductive than the ones built in World War II. They require more hours 
to build, due to engineering refinements on these new models. 

Another difference, a great difference, is found in the manner in 
which our orders were received. When World War II started we im- 


*See chart, p. 508. 








492 MACHINE-TOOL SHORTAGES 


mediately received bulk orders from the French and English Govern- 
ments. ‘The figures for our subcontracting commitments at that time 
are not obtainable; these records have been destroyed ; but in searching 
through our files I find by March of 1940 we had subcontracted a very 
substantial volume of business. I note figures such as 450 machines 
of one type, 350 of another type, a large volume of subcontracts on 
identical units, and large subcontracts on identical sets of parts. That 
was 6 months after World War II started. Now, if we look at the 
position of our company 6 months after Korea, we find no large 
volume of orders for identical machines—very little subcontracting. 
You will note by the chart on priority of backlog, that at that time 
our backlog was only covered by 15 percent priorities. We really 
had not felt the defense program. (See chart, p. 502.) 

Senator Moopy. This is when / 

Mr. LeBrionp. Six months after Korea. 

Senator Moopy. What you are saying is that almost nothing was 
done in 6 months after Korea: is that right ? 

Mr. LeBionp. That is right. I am saving as far as the defense 
program is concerned our company had not felt the volume of orders 
that we did immediately upon the beginning of the Second World War. 

The machines that had been ordered immediately after Korea were 
for regular industrial production. Primarily machine orders that 
had been long delayed in being placed, I suppose due to the uncer- 
tainty of the times in the early part of 1950. The placing of this 
tvpe of orders was a good thing for the defense effort because this 
demand started our expansion efforts long before the defense orders 
hit us. A great percentage of these orders were later covered by 
priorities. I believe the priority relation to our backlog indicates 
( learly that it was over | vear after NKorea before our priority picture 
showed one-half priority orders; and at no time did we receive 
identical machine orders in at all comparable numbers such as we 
had in 1939 and 1940. These orders covered our entire line and 
With many variations from standard machines, very few identical 
orders. This actually made subcontracting difficult from our side 
of the picture. 

In Mr. Bullard’s testimony the case of Buick was brought up. 

We were not in the turbine wheel business until March of 1951, 
when Oldsmobile, who had a subcontract from Buick, came to us and 
sked us if we could design | machine for dome Olie operation that 
had formerly been done on vertical boring mills. 

We started designing on Mary 1, submitted our designs to Olds 


cr 


mobile, subcontracted out about 40 pereent of that machine, and we 
had one running i) December. We have delivered Oe) SO far this 
year. We are going to be delivering them at the rate of 20 a month. 
Now I don’t say that these machines are in any way comparable to 
boring mill, but T will say they will do certain operations that 
rormel ly were done Ol bore malls. 
Senator Moopy. What do you call this machine / 
r. LeBionp. We eall it a turbine wheel lathe. It is a different 


in ul entirely than the picture th il Mr. Bullard showed Vou, 
Senator Moony. What vou are saving is there is a substitute machine 
or tl ut Master: is that mght? 
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Mr. LeBionp. No; for just that one operation. You can see what 
a different looking animal it is than a vertical boring mill, and it 
will not do anywhere near the number of operations that can be per 
formed ona vertical boring mill. 

Senator Mcopy. It is not as flexible / 

Mr. LeBuonp. That is right. it Wi | do SC lh finished and finished 
facing, and that is all. And they do the roughing and the borine 
and the turning and everything else. 

Senator Moopy. Yes. All right, sir. 

Mr. LeBionp. Another difference may be found in the enthusiasm 
of the companies available for subcontracting. In the 1939 and 1940 
period there were very many companies who were quite anxious to do 
this type of work. At the time of Korea and afterward, including to 
day, this is not true; a great many of the companies qualified to sub- 
contract have a good volume of production on their regular business, 
and the only reason we have been able to let any subcontracts is 
because of the inability of some companies to obtain materials. 

Senator Moopy. Let me ask you this: Are you saying there that 
when the usual business is operating according to customary schedule 
that there has been a reluctance to take subcontracts in the machine 
tool field ¢ 

Mr. LeBionp. Yes, sir, there has. 

Senator Moony. That has been my impression, too. 

Mr. LeBionp. In other words, we went back to the same people 
that were subcontracting for us in the last war we were turned down 
by the identical people because they had enough business of their own. 

Senator Moopy. Whom did vou subcontract in the first war? 

Mr. LeBuonp. Forty-eight companies 

Senator Moopy. Forty eleht companies, Can you name some of 
them / 

Mr. LeBrionp. Yes. The American Type Founders: Goss; Harris 
Seybold Potter: Continental Gin—— 

Senator Moopy. Continental Gin Co / 

Mr. LeBionp. Continental Gin Co. They make cotton ginning 
machines, Senator. |Laughter.| Goslin-Birmingham, Western States 
Manufacturing Co., in Middletown, Ohio, Western Machine Co., in 
Detroit, Chicago Gear, Fairfield Manufacturing. They are coming to 
mind from memory. 


Senator Moopy. You have YIVel Us some eood ( xamiples. 


1 
| 


Now, do these companies show th Ve luctance to take subeontract 


Mr. Li Bonn. Yes, Sir. Not all of them. Kor instar e, Hlarr 
Seybold Potter have allocated something like a5 percent of then pro 
ductive capacity to subeontract on machine tools. That is inthe p! int 
that we can get into, which ts in Dayton. In the Second World Wa 
to the best of hs knowledge, they were not making any oj their owl 


? 


products at all, 
Senator Moopy. Why not ? 
Mr. LeBLonnp. They were stopped hy priority reoulat ray 
: ; 


nat not. So the Vy were quite al mus to get subcontracts. Phev we 
doing work for half a dozen machine-tool companies in the ¢ net ul 
area, and as I understand it in the Cleveland plant of t sa 


company, it was true up there Coo, 


i) 
‘ 








494 MACHINE-TOOL SHORTAGES 


Mr. Noone. They still have idle capacity there? 
Mr. LeBuonp. No, I say 
Senator Moopy. I have a letter from Mr. € ‘harles M. Woodworth of 
Klein and Saks, biel we Security Building, in W ashington, ad- 
dressed to Mr. Noone, the counsel for the committee, in which he says: 





We thank you for your recent letter in which you informed us you were giving 
consideration to the data which we had submitted in behalf of our client, the 
Harris Seybold Co. of Cleveland, Ohio, in reference to helping this firm secure 
additional contracts for manufacturing machine tools. 

Here is one company that is apparently anxious to get machine-tool 
subcontracts. 

Mr. LeBionp. Well, Senator, they are doing work with us right 
now. 

Senator Moopy. I know, you named them." 

(For added comment of Mr. LeBlond see appendix, p. 553.) 

Mr. LeBionp. We have asked them to take additional work and 
they have not taken it. 

Senator Moopy. They have not taken it? 

Mr. LeBionp. No, sir, and they are asking us to cut back some of 
the program that we have outlined with them right this minute. 

Senator Moopy. Is that so? 

Mr. LeBuonp. Yes. 

Senator Moopy. Are you having trouble placing with these other 
companies you named subcontracts for machine tools ? 

Mr. LeBionp. Yes, sir; we are. 

Senator Moopy. Could you increase your production substantially 
if you had these subcontracts? 

Mr. LzBionp. Not until the time that we can make identical ma- 
chines. The reason that we subcontracted that machine out there, 
Senator, is because it was an identical. We are making 175 exactly 
alike. 

Senator Moopy. Yes. 

Mr. LEBionp. Now we got 2,500 machines on our backlog, and there 
is no great volume of one kind, and these subcontractors are not 
equipped to do that type of manufacturing. 

Senator Moopy. How does that statement square with the idea that 
they were reluctant to doit? If they cannot do it, then you cannot ask 
them to do it, can you? 

Mr. LeBuonp. They can do it just as well as we can. We have run 
small lots through our plant, 25 of this and 25 of that, and they do 
not want to do that type of work. 

Senator Moopy. Isee. In other words, your feeling is that the coun- 
try should have more machine tools and could cut down this machine- 


1In a letter of April 93 19°72 addressed to the committee and referring to this portion 
of his testimony, Mr. LeBlond stated: 

“At this point in the testimony I must have been confusing several of our subcontractors, 
and won'd like to make the tollowing correction after Senator Moody said: ‘I know you 
named them.’ My next statement must lave been referring to Goss Printing Press Co. 
because I mentioned the quantity of 175, and that part of the testimony should be corrected 
as fellows: 

“The Goss Printing Press Co. are doing subcontracting work for us on our turbine- 
wheel lathes and have been delivering 20 of these units per month. Goss in the meantime 
are doing subcontracting for other machine-toel companies and also for defense contractors, 
and they have notified us that they will be obligated to cut down this quantity of 20 per 
month to an average of about 10 a month, beginning in Angvst 195 This will drag out 
our deliveries for turbine-wheel machines and Goss’ last delivery on orde rs which they now 
have on hand will be completed in April of 1952.” 
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tool bottleneck if some of the companies that could make them would 
make them. Is that right? 

Mr. LeBionp. If they would take that type of business, yes, sir. 

Senator Moopy. It is very interesting. 

Mr. LeBronp. Let me give you an idea on another thing, such as 
gun-boring lathes, gun-boring machines which have not been in 
any particular demand. 

Now, I am sure in my own mind that if we are going to be blown 
up into a strong defensive position, why, some of those machines are 
going to be needed. 

Well, now, in the last efforts these machines were ordered on the 
basis of, say, 400 or 500 at a time. We have got 24 on our books at 
the moment—and ‘you cannot get subcontracts for 24. 

Why?! Well, it is a machine that is 72 feet long, and by the time 
a man becomes familiar with how to make it, he is finished. And, it 
does not lend itself to getting subcontractors. That is the point I 
was trying to make. 

Senator Moony. Yes. 

Mr. LeBionp. And certainly the Ordnance Department is going 
to come in and say, “We are behind because we cannot get the gun- 
boring lathes.” 

Now, it may be, of course, that they can make more guns than they 
can tanks, but I am just as sure as I am sitting here that if we are 
going to have a balanced defensive force, they are going to need guns, 
in my own opinion—and I wish I would never make another gun- 
boring lathe as long as I live. 

Senator Moony. Well, you certainly cannot make war with a bow 
and arrow these days. 

Mr. LeBionp. I think the trouble with Korea is because there has 
not been any plan laid out right away as to what they are going to do. 
The plan has been growing like Topsy and every month it is some- 
thing different, and if you continue to do that, the machine-tool in- 
dustry never will catch up. 

Senator Moony. Of course, the reason for that—and I am not say- 
ing it has been done perfectly and perhaps it has not been even done 
well, I do not know, I am not qualified to say technically—but I think 
that a very difficult situation is brought about, as a witness before 
this committee testified, by the fact that in 1947 and 1948 the funds 
for scientific research on such things as jet aircraft were decimated 
by Congress in the name of economy. 

The result of that was that we did not have the industrial process- 
ing, the experimentation in industrial processing in material and 
some of these airplanes and some of these other engines that ordinar- 
ily could have been going forward in that period. 

‘Now, we are trying to do the industrial processes at the same time 
we are doing the manufacturing. : 

Also, the tremendous advances in science since the end of the Sec- 
ond War, which have been termed by Secretary Finletter as greater 
than the advance of science in all the time between the invention of 
gunpowder and the Second War, has forced a tremendous turn-over 
of methods, as well as an effort to increase production. It is unfortu- 
nate that those things have to be done at the same time. 

I think that one reason for the continuing turn-over is because this 
WOrnk Was anowed Lo siack back all during this period just after the 
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war, all in the name of economy—and they were selling machine tools 
all around the c ountry for 5 cents on the dollar to get rid of them, in- 
stead of putting them in grease. 

Mr. LeBionp. I would like to touch on some of that, too, Senator. 

Senator Moopy. Yes. 

Mr. LeBionp. Some of the educational institutions got the ma- 
chines for nothing. They were given to them by the Ordnance De- 
partment. I know that in Cincinnati there are cases where they paid 
the transportation from the location where they were when the war 
finished up. 

Senator Moopy. There was a craze to disgorge all of that stuff, to 
vet rid of it. 

Mr. LzBionp. Well, maybe it was a good thing to give them to the 
educational institutions, as has been pointed out before. 

Senator Moopy. Well, it was a good thing to give it to them if they 
are going to use them well; but in a good many cases it has not been 
used well, it has been lying around in packing boxes. 

Mr. LeBionp. And it is enough to see your own customers buying 
from the Government machine tools that we were renegotiating on. 

Senator Moopy. I think it well might be. 

Mr. LeBionp. And the dealers get it under the Clayton formula 
that, I believe, went down to as low as 25 percent or something like 
that. 

Senator Moopy. Well, Mr. LeBlond, IT certainly can understand 
that feeling. My statement here is along the idea that we should 
have put more of those tools in grease and kept them there as we did 
in Marietta, Ga., and in Nebraska. 

I know that some of the plants in my own community of Detroit 
are making progress now and they are doing so because they have 
gone down to those Government storehouses and gotten the tools and 
are using them. 

Mr. LeBionp. I have two more pages of my statement to read. 

Senator Moopy. Will you read them ¢ 

Mr. LeBionp. While speaking of materials, I wish to call to your 
attention the fact that the machine-tool industry was really not given 
any more than a “hunting license” to get materials until December 
11 of 1951 (from N-8 to Z-2). Our priorities were no better than 
anvone else’s, and in fact in a lower echelon than the priorities ex 
tended to the Defense Departments. We actually had many experi 
ences of sup} pi lers returning our purchase orders: and this lack of 
material definite ly had a retarding effect upon our hlow -up. 

I speak of materials, when actually I believe the difference in this 
blow-up is really the result of the accumulation of difficulties in doing 
business. I suppose there is no need for me to remind you of the 
difficult position that the machine to ol industry was placed because of 


ea basa Office of Price Stabilization. Just remem 
ber that we were “froze ata very ‘eoauleatts pr ie, and after diligent 
efforts by everyone i aiid relief was not forthcoming until Sep- 
tember of 1951. The freeze date is Aueust 27, T understand. We did 


not acknowledge orders from March 1, 1951. until after September 9: 
in this confusion commitments were not made. 

Senator Moopy. Will vou explain why / 

Mr. LeBionp. I certainly shall. By the middle of February we 


realized that our prices were such that to deliver machines a year ot 
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2 years hence on the price basis that was really as of September 1949 
in our case—that we could not come out of it, so we quit taking orders. 
When the freeze came into effect, it held prices of machine tools of 
January 25, or something like that, of 1951, 1950—no, 1951. 

Senator Moopy. January 25, 1951 4 

Mr. LeBuonp. Yes; and the *y rolled us back to a price which was 
really our 1949 price. 

Senator Moopy. You mean you had no increased prices between 
1949 and January ¢ 

Mr. LeBionp. Well, we increased prices after Korea but we had not 
delivered a machine in the base period of the new price, so this regu 
lation blew us back to the former price list. 

Senator Moopy. You had not delivered one single machine ? 

Mr. LeBronp. No, sir. You see, we get an order for one of these 
machines and in normal times, why, our deliveries will run, oh—it 
takes 6 months to take and process a machine for a plant. 

Senator Moony. Oh, I see what you mean.. So, while you had ee ices 
for a machine in, say, December 1950, a would not be delivering it 
until later in 1951, so you would not be delivering it on the present 
cost, is that the idea? 

Mr. LeBionn. That is right. 

We were in the sad position of being asked to take orders for deliv 
eries extending over better than a year, and in some cases as much 
as 2 years, on a price base which we knew to be inadequate. This 
condition does not lend very much to one’s enthusiasm for doing 
business. 

Senator Moopy. Who were they that were asking you to take the 
order / 

Mr. LeBuonp. Defense contractors. 

Senator Mcopy. But your position was that you should not be 
—— to take orders at a figure which would have been likely to be 
below your cost, is that correct 4 

Mr. LeBionn. That isright. At September 9, which was the cut-off 
date that we were allowed in the machine-tool price relief formula, we 
went back to all these fellows that had sent us orders in the meantime 
and told them what the new prices were going to be and at that time 
we had—well, I just forget, but 1,200 or 1,500 orders. 

Senator Moopy. How long was this delay when you did not take 
orders ¢ 

Mr. LeBronp. From March 1 until after September 9. 

Senator Moopy. Of what year? 

Mr. LeBronp. 1951. 

Senator Moopy. So what you are saying here, Mr. LeBlond, is that 
for the first 6 months of the Korean war nothing was done from the 
standpoint of building up orders for the business. Until September 
1951, you were stymied by the fact you could not have a price that 
was equal to your cost, is that correct? 

Mr. LeBionp. That is right. 

Senator Moony. That is with a reasonable profit ; so that 15 months 
after Korea you were still tangled up in a situation and had not got 
going? Ts that right? 

Mr. LeBionp. Well, as you can see by that chart there, we were 
going, but we were not going to commit ourselves any further on the 
basis of 1951 price regulation. 
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Senator Moony. I think perhaps you had better finish your state- 
ment and then I will ask you a couple more questions. 

Mr. LeBionp. I though maybe it would be interesting to know some 
of the things that are running through the machine- “tool manufac- 
turers’ minds—I do not know whether anybody else is thinking of 
them or not, but I am. 

Senator Moopy. I am glad you are, on that basis. 

Mr. LeBronp. We have been in business a pretty good while and 
have gone through good years and bad. 

I also wish to point out that in this blow-up we have largely used 
our own money, and we will not know the results of our 1951 opera- 
tions until after clearance from the Renegotiation Board. Whether 
or not we will be required to make a refund will be determined some- 
time this year. In the meantime our cash is going into inventories, 
accounts receivable, and taxes, et cetera, as our blow-up is accom- 
plished. This same condition will be true of 1952 and the following 
years, as long as the defense program exists; and after having gone 
through this in the last war, I cannot deny that it is anything but a 
deterrent in going into what might be overexpansion for the future. 

We have been in this business for a long time, and have gone 
through good years and bad. We know we must accumulate ear nings 
in good years to weather the storm in bad years. When the defense 
tool-up is over, which I hope it will be very quickly, we wonder if 
we will be faced with the machines which were built on Government 
account, upon which we were renegotiated, and again have them pur- 
chased by our regular customers from the Government at a fraction 
of their cost or replacement price. Are we going through another 
period like unto 1946-49, when the production facilities of 22 plants 
in the machine-tool industry were lost to the country? Are we going 
to go through a period when some of our market will be taken up 
by these Government-owned machines, and another segment of the 
home market be taken up by machine tools made in foreign countries, 
by labor paid a fraction of that paid our labor ? 

I think all of these things are very pertinent. The economy of 
the United States in peacetime will depend in a large measure on 
the health and vigor of the machine-tool industry, and our war poten- 
tial in time of emergency will be no stronger than the machine-too! 
industry here in this country. I fear that little help can be expected 
from the European nations in time of real emergency. 

I think that most important, I really do. 

Senator Moopy. I do, too. 

Mr. LeBuonp. If we go through another 1946, 1947, 1948, and 
1949—until, I think, there were some 23 machine-tool companies that 
were me aoe or went out of business; and the production facilities 
at the time of Korea undoubtedly were not as great as the productive 
facilities for making machine tools in the Second World War. 

If we go through the same thing, it is going to do the same thing 
again, and every time it does this, somebody goes out of business. 

Senator Moopy. What do you suggest ? 
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Mr. LeBionp. I suggest yqu ought to give it an awful lot of 
thought. 

Senator Moopy. I am sure you have been giving it thought. What 
conclusion have you come to? 

Mr. LeBionp. Well, just as I say, if we are going to tool up now, 
and then get rid of these machines, in another 4 years after this war 
is over, and do the same thing again, we are not going to have any 
machine-tool industry, or if you “do have, you are going to have a 
nationalized one, like I think you mentioned this afternoon. 

Senator Moony. Now, wait a minute, I was not mentioning that with 
any idea of approval. 

Mr. LeBuonp. No; I know you were not. But if we come to a point 
where we have a blow-up for 4 or 5 years and then a sag and then 
another blow-up and then another sag, and then if our only custome 
is the Government in a Government account, pretty soon you have aie 
one customer, and pretty soon our prices are set and our wages are 
set and our profits are set in the whole business—and you have got 
nationalization whether you like it or not. 

Senator Moopy. All right. How are we going to correct that ? 

Mr. LeBionp. I know it is an awfully critical affair, and I think—— 

Senator Moopy. Do not worry about politics, just let us have your 
suggestions, 

Mr. LeBionp. Well, after this war, there will be a big cry of 
economy and somebody is going to get up and say, “Why, we have got 
¢4 billion worth of machine tools sitting down here in a cave, in 
storage, and it is costing us so many millions a year to keep them, 
let us get rid of them.” 

That is what will happen. 

Senator Moopy. Well, if I may be permitted to steal a page from 
your book, let me say that I know what goes through the Senators’ 
minds, particularly mine. 

As a newspaperman in 1946, when I was working at my typewriter, 
I was always saying that they should not put these tools on the market 
and that they should not crack up this military machine that we had. 

Now, of course, a great deal of the stuff that you had — would 
not be of any use now; vou could not send our boys up in some of 
the old airplanes, for instance. 

However, a great deal of the stuff that was unloaded could well be 
used now and certainly those tools should not have been sold, and if 
they had been put in grease, then we would not have had this tremen- 
dous shortage of tools that we have now. 

Now. vou said this will be all over in 4 years. I certainly hope you 
are right. 

The additional build-up of our Armed Forces will be over in 4 years’ 
time, but we cannot be sure that the tension will be over in 4 years. 

Mr. LeBronp. No. 

Senator Moony. And I could not agree with you more than that we 
must have a strong and vigorous and willing machine-tool industry 
The question is, how do we get it? 
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I am wondering whether we cannet put these tools in the stand-by 
plants, as we have been planning to do. 

Mr. LeBtonp. Yes. 

Senator Moopy. I wonder whether you feel that would not be a 
constructive stabilization step. 

Mr. LeBionp. We believe it would, and I do not believe we need 
any help from the Government between wars, as long as we do not 
have to face competition which is just out of the question. 

Senator Moopy. What you are really saying, what you are really 
pulling for is for the Government not to dump these machines on the 
market; is that not right? 

Mr. LeBrionp. That is right. Also, to have our Government pour 
ing money into Western Germany and France and Italy and other 
countries to build up a machine-tool industry—well, it is there on a 
silver platter if the Russians wanted it, and if they do not want it, 
those same companies are going to send those machines over to this 
country at prices we cannot compete with, absolutely not compete 
with. 

Senator Moony. Well, Mr. LeBlond, the idea of our building up the 
productive capacity in E urope—I do not know that you and T want to 
eet into such a discussion—but the reason for building up the pro- 
ductive industry of Europe is twofold. 

One is to strengthen their economy so they will not be fertile ground 
for communism. Secondly, so that we will not have to keep on spend- 
ing billions of dollars every vear, sending them the stuff that they 
need to de fe nd the se ‘Ives with. 

Now, in this situation, of course, when we are short of machine 
tools, we are getting machine tools that we really need wherever we 
can gel them. 

But es we ee | hope that there was enough demand for the additional 
product ‘capacity on the part of Europe to take care of any machine 
tail capac ier they have, Mr. LeBlond. 

Mr. LeBionp. I do not believe that. Senator. 

Senator Moopy. I said, I had hoped there would be a sufficient 
dem: ne. 

Mr. LeBuonp. They are over here with both barrels right at this 
minute trying to set up vse for their machines in this country, and 
they are not looking for the defense era program, they want to estab- 
lish over here for good ; and as long as they can sell for 20 or 30 percent 
underneath us they are going to take some of our market—and between 
these periods of build-up we need every bit of money we can get. 

Senator Moopy. With that I agree. 

Mr. LeBionp. They will not come into the automotive industry and 
get into high-production machines that are completely special. If you 
take a crankshaft lathe that is used in the automotive industry, I do 
not believe the ‘v are ever going to come into that sort of thing, or Bul 
lards eight spindle machine or things of that sort—but we live, in 
turn, off of our standard line of lathes, too, and we can just see the 
handwriting on the wall, we cannot wash it off. 

Senator Moopy. Where is vour competition coming from ? 

Mr. LeBrtonn. You mean what foreign countries? 

Senator Moopy. Yes. 
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Mr. LeBionp. Well, up in Chicago they had a show a couple of 
weeks ago, and it seemed as if the whole European Continent was in 
there, and England. I had a man visit me from an English company, 
and he told me they were going to run me out of the light-pattern 
lathes, this Regal line of lathes. He laughed at me—well, he did not 
laugh at me, he just said, “Mr LeBlond, we are going to get that mar- 
ket”’—and they can, there is no reason why they cannot, there is no 
question about it, as long as they pay their labor 60 cents an hour the “Vy 
are going to undersell us in this country, because we cannot make that 
up in the difference between our hours and their hours, because we do 
not produce in volume and neither do they. 

Senator Moopy. Well, Mr. LeBlond, on the general matter of pol- 
icy, since it is essential to the United States to have allies, if for no 
other reason than because we have to have cobalt from Colombia and 
manganese and other things, I think we do have to realize that a great 
many items have to be imported. However, the machine-tool industry 
is an industry that is the very heart of our ability to defend ourselves, 
and I do not think we can allow it to be destroyed. I do not think the 
Congress w ill allow it to be destroyed. That is the reason I asked you 
what your solutions were. 

Now, the committee will be very glad to have any statement you 
want to make in that regard, or anybody else wants to make. You 
have done very well, if I may say so. 

Mr. LeBuonp. Here is our actual production for 13 years, I think 
from 1939, and our contemplated 1952. And Mr. Noone asked me for 
these charts. 

Senator Moopy. We will put them in the record. 

(The charts referred to follow :) 
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Senator Moopy. Now, let me ask you a couple of questions, if I may. 
It is getting quite late and I do not want to hold vou too long. 

Mr. LeBuonp. Yes, sir 

Senator Moopy. You produce a wide variety of machine tools. Can 
you submit for the record a list of the type of machine tools you pro- 
duce ¢ 

Mr. LeBuonp. Yes. 

(for data referred to see appendix ITT, p. 553.) 

Senator Moopy. Now, how many are you producing on a monthly 
basis at this time ? 

Mr. LeBionp. Well, I tried to avoid that question. 

Senator Moopy. Oh, yes, you said awhile ago that you calculated it 
by units. 

Mr. LeBionp. That is right. 

Senator Moopy. How does your production today compare with 
your production in June 1950 ¢ 

Mr. LeBuonp, I think I have it here. I do not have it by months. 

Senator Moopy. Well, how do you have it, in quarters ¢ 

Mr. LeBuonp. I find that I do have it. In June of 1950 we got out 
$546,000 worth of business. 

Senator Moopy. How much did you get out last month ? 

Mr. LeBionp. In the month of March, $1,713,000. 

Senator Moopy. How much had your price gone up in the mean- 
while? 

Mr. LeBronp. About 15 percent. 

Senator Moony. Fifteen percent. What was your production at 
the peak of World War IT? 

Mr. LeBron. I do not = ave that by months. In 1942 our peak was, 
in our year’s production, $32 million. 

Senator Moopy. To vi extent are you subcontracting your work 
now 4 

Mr. LeBronp. Well, I told you that I could not get commitments 
for the World War because the records are destroyed on the amount 
of dollars that we paid to our subcontractors. 

Senator Moopy. No; I mean, how much of your work are you sub 
contracting now / 

Mr. LeBrionp. Oh. I could not answer that bec ause—TI can tell you, 
for instance, that we paid $259,000 to subcontractors in the first 
2 months of this year and our outstanding commitments are a little 
over $2 million. Now, that is on the basis of cost, and then when we 
turn around and talk to you about shipments, we expect to get better 
than $20 million this vear. 

Senator Moovy. As I understand it, you are trying to subcontra 
more but you are meeting resistance jae subcontractors who are so 
prosperous in their regular civilian work that they do not care to 
accept contra ts¢ 

Mr. LeBionp. And the people that are flocking to our door are not 
people that are qualified to do the work. 

Senator Moopy. In other words, the people that can do the work 
do not want it and the ones that want it cannot do it: is that right ¢ 

Mr. LeBionp. That is right. 

We get, for instance, sheet-metal people coming asking us for work 
well, we do not have sheet-metal work. 
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Senator Moopy. Can you submit to the committee a list of those who 
are looking for work; and will you also file a report on those who 
have been reluctant to take it 

Mr. LeBtonn. Yes, sir. 

(For data referred to see appendix IIT, p. 553.) 

Senator Moopy. What is the latest delivery date now on your order 
books for critical tools, what is the end of your backlog ¢ 

Mr. LeBronp. I think it is November 1953. 

Senator Moopy. That is the same as you testified here- 

Mr. LeBionp. Well, that is the tool orders that we have. 

Senator Moony. Tool orders? 

Mr. LeBronp. The requirements on the tool orders. 

Senator Moony. I see. 

Have you received any appreciable number of cancellations in ma- 
chine-tool orders ? 

Mr. LeBionv. Contrary to the many stories I have heard, we have 
not. 

Senator Moopy. You have not? 

Mr. LeBronp. No, sir. We did have an order of about half a mil- 
lion dollars canceled by Ford in Chicago, and then it was reinstated 
subsequently. 

Senator Moopy. Are you being pressed to increase your production 
by the military services 

Mr. LeBronp. Yes, s 

Senator Moopy. You aot 

Mr. LeBuonp. Yes, sir. 

Senator Moopy. Why are you not operating at full peak ? 

Mr. LeBionp. Why, I say that we are operating at the fullest peak 
that we can operate; but, for instance, we never did operate a third 
shift. 

Senator Moopy. Oh, I see. 

Mr. LeBionp. Because of lack of men in Cincinnati in the 1940 
and 1942 period. Now, we are unable to fill up a second shift. 

Senator Moopy. You mean you have a shortage of skilled workers? 

Mr. LeBronp. That is right. 

Senator Moopy. How long does it take you to train them / 

Mr. LeBionp. Oh, we generally have in the neighborhood of 75 
people in training all the time. 

Senator Moovy. I mean, how long does it take you to train them to 
do the work? 

Mr. LeBtonp. It might go to a year. 

Senator Moopy. A year? 

Mr. LeBuonp. Yes. 

Senator Moopy. How many people do you employ ? 

Mr. LeBuonp. Nine hundred. 

Senator Moopy. How many did you have on your payroll in June 
L950 ¢ 

Mr. LeBuonp. I have it in February because of the fact that I was 
ending up on my account in February—we had 615 in 1950, in Feb- 
ruary "1950—I am not positive, but I cannot imagine hs wing any more 
in June because we were on a descending scale at that time. 
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Senator Moopy. How many did you have at the peak in Werld War 
II, do you know? 

Mr. LeBionp. 1,130 

Senator Moopy. You have had difficulty in getting manpower / 

Mr. LeBionp. That is right. 

Senator Moopy. Did you have difliculty in obtaining tools and other 
equipment essential to your production 4 

Mr. LeBionp. Oh, since Korea we bought about $750,000 worth of 
tools. I think there is only about four items undelivered to us at the 
moment. 

Senator Moopy. Do you have any difficulty in obtaining materials / 

Mr. LeBionpv. We had until this CMP really started to work. 

Senator Moopy. In other words, you feel that CMP was a good 
thing? 

Mr. LeBuonp. Yes. 

Senator Moopy. Is the present priority system adequate to your 
needs / 

Mr. LebBuonp. For material ? 

Senator Moopy. Yes. 

Mr. LeBionp. Yes. 

Senator Moopy. Your remarks on the future of the industry were 
very interesting to me, Mr. LeBlond. I am wondering whether you 
might give the committee a statement on what measures you feel 
should be taken to be sure we continue to have a vigorous industry 
in between, as you term it, mobilizations, or in between blow-ups. 

Mr. LeBionp. Well, far be it from me to compare what England 
did with their machine-tool business, but I think it might be worth 
while looking into it- 

Senator Moopy. Then why should it be far from you to declare it / 

Mr. LeBionp. They did not suddenly dump their machines on the 
market, their Government-owned machines. ‘They followed the 
market. 

In other words, when the machine-tool industry was going good 
over there, they let some of their machines out, and sold them, and 
when it started down they quit selling them. And they tried to keep 
their own industry in a vigorous position. 

Senator Moopy. I think I have your thoughts on the matter of 
machines on the market. Now, I was thinking of some other sug- 
gestions that you might have; but, you do not have to make them right 
now. I mean, if you would like, you can write us a report for us to 
consider when we make up our report, because we are going to have to 
make some recommendations. We would like to have your sugges- 
tions, Mr. LeBlond. What you have said was very interesting, and 
I appreciate your coming down here. 

(The data requested is contained in appendix ITT, p. 553.) 

Mr. LeBionp. Thank you, sir. 

Senator Moopy. Do you have any questions ? 

Mr. Noone. No, sir. 

Senator Moopy. Mr. LeBlond, just one more question before we 
adjourn. 
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The statement was made by Mr. Hayes that in July of 1951 the Air 
Force and the Bullard Co. were negotiating along the lines of an 
expansion of their plant to meet what was obviously an impending 
machine-tool shortage, and in order to expand this pk int, the y wanted 
to have the Government finance it. 

That was something that was done regularly during World War 
Il in a great many cases, and incidentally, the ‘vy sold some of those 
plants off at a very low amount, too, very few cents on the dollar. 

Mr. LeBionp. Yes, sir. 

Senator Mocpy. But it is better than having the Government keep 
and operate them. 

[ am wondering whether you had any similar experience. Did you 
have in mind an expansion of any kind ¢ 

Mr. LeBionp. No. sir. 

Senator Moopy. You did not? 

Mr. LebBionp. No, sir. 

Senator Moopy. You have not contemplated expanding your 
ability-—— 

Mr. LeBuionp. Well, Senator, we have not expanded bricks and 
mortar but we have added machinery in the building. 

Senator Mcopy. You have added machinery ? 

Mr. LeBuonp. That is right. 

Senator Moopy. You financed that out of your own business ? 

Mr. LeBuonp. Yes, sir. 

Senator Moopy. Thank you very much. 

The hearing will adjour n until 10 a. m., tomorrow. 

(Whereupon, at 5:05 p. m., the subcommittee recessed, to reconvene 
at 10 a. m., Wednesday, April 2, 1952.) 
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WEDNESDAY, APRIL 2, 1952 


Unrirep Srates SENATE. 
SuBcOMMITTEE ON MorinizaTIon AND ProcuREMENT 
OF THE SELECT COMMITTEE ON SMALL BUSINESS, 
Washington, dD, ( 
The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room P-36, United States Capitol, Senator Blair Moody (chairman 
of the subcommittee) presiding. 
Present: Senator Moody (chairman of the subcommittee). 
Also present: Charles M. Noone, committee counsel. 
Senator Moopy. The subcommittee will be in order. 
Is Mr. Elmes present ? 
Mr. Extmes. I am here. 
Senator Moopy. Do you solemnly swear your testimony will be the 


truth, the whole truth, and nothing but the truth, so he ‘Ip vou God? 
Mr. Exmes. I do. 


TESTIMONY OF CHARLES F. ELMES, VICE PRESIDENT, AMERICAN 
STEEL FOUNDRIES, KING MACHINE TOOL DIVISION 


Senator Moony. Will you give your name and business, Mr. Elmes? 

Mr. Exmes. Charles F. Elmes, vice president, American Steel 
Foundries, and general manager of the King Machine Tool Division, 
Elmes Engineering Division. 

Senator Moopy. Where is your plant located, Mr. Elmes? 

Mr. Evmes. Cincinnati, Ohio. 

Senator Moony. When was this company established ? 

Mr. E_mes. The American Steel Foundries was founded in 1902. 

Senator Moopy. You have been making machine tools since then, 
have you? 

Mr. ELMEs. No, sir. I believe that T should explain that American 
Steel Foundries purchased the King Machine Tool Co. of Cincinnati 
in January 1948. Since then, it has been operated as a plant of Ameri- 
ean Steel Foundries known as King Machine Tool Division. 

The following year we moved the Elmes E ngineering Division of 
American Steel Foundries from Chicago to Cincinnati, and housed it 
in the same plant as the King M: ichine Tool Division. After pur- 
chasing King Machine Tool Division, we spent approximately $1 ab 
lion in expansion of production and office facilities. 

Senator Moopy. How old a company is the King Co. ? 

Mr. Eimes. Approximately 50 years. 

Senator Moopy. How many people do you employ? 


97630—52 
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Mr. Eximes. Four hundred and forty, approximately, at the pres- 
ent time in the plant. That does not include oflice help. 

Senator Moopy. I am speaking now of the machine tool division. 
Is that correct / 

Mr. ELMEs. That is the combined King Machine Tool Division 
and Elmes Engineering Division. The products of both divisions are 
built in the same plant. 

Senator Moopy. Can you describe briefly the types of machine tools 
that you make / 

Mr. Eitmes. Kine Machine Tool Division builds vertical boring 
mills in 10 sizes ranging from 30-inch table diameter to 144-inch table 
diameter. 

Senator Moopy. One hundred and forty-four inches is a very large 
machine, is it not / 

Mr. Exes. It is quite a heavy, large machine. Elmes Engineering 
Division builds Bettie presses of various types of capacities. 

Senator Moopy. How many of thes ‘se big tools are you producing on 
am ae ly basis at the css nt time 

Mr. Evmes. At the present time, we are shipping in units of bor- 
ing ill approximately 13 units per month. 

Senator Moopy. Thirteen units a month of boring mills? 

Mr. Eves. That is right, sir. I cannot very well deal in units 
when we talk about presses because there is such a vast difference in 
the size of those machines. 

Senator Moopy. What was your production in June of 1950, com- 
parable to the present production 4 

Mr. ELMeEs. In 1950, we ship ped d »0 boring mill units. 

Senator Moopy. In 1950, you shipped 50 during the entire year? 

Mr. Eumes. Correct. 

Senator Moopy. How many did you ship at the peak of World 
War a produ tion / 

Mr. Exaces. From the information I am able to obtain from the old 
King Senin ie Tool records, their largest year was in 1943, when they 
shipped 254 ne from 2 plants. At th at time, they were operating 
two separate plants in Cincinnati. 

Senator ee So you are now producing at the rate of about 156 
avear;isthat right? Thirteen a month. 

Mr. Exmes. That is correct, sir, and we will very soon be producing 
more through subcontract fac ilitie S. 

Senator Mi MODY. H: ave your subcontracts moved in qu kly ? ? Have 
you been able to subcontract quickly in this situation ¢ 

Mr. Exiues. We entered into a subcontract agreement last August. 
The agreement calls for the subcontractor to produce a minimum of 
250 units. 

Senator Moony. Who is the subcontractor ? 

Mr. Exuaes. Miehle Printing Press & Manufacturing Co., Chicago. 

Senator Moopy. They are going to produce these units over what 
eriod of time? 

Mr. Eimes. They will complete the 250 in December of 1953. When 
they reach their peak of production, they will be producing 18 units 
per month. 

Senator Moopy. Now, what will you be doing when you have reached 
your peak ? 

Mr. Eimes About 14 a month. 
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Senator Moony. About 14 a month. So your subcontractor is go- 
ing to do more than you are ‘ 

Mr. Etmes. That is correct. 

Senator Moopy. Now, how about the presses you were talking 
about? How does your production of those compare ¢ 

Mr. Exmes. At the present time about 20 percent of our working 
force is being used for the production of presses. However, we are 
having presses built by a subcontractor. 

Senator Moopy. How does your production of presses compare with 
your production in June 1950? 

Mr. Exmes. I do not have the exact figures, but my estimate would 
be that it is probably 50 to 60 percent greater. 

Senator Moony. And how does it compare with your production 
at the peak of World War IT? 

Mr. Exares. In 1943, which is as far back as these figures go, we 
shipped $1,706,000 worth of presses. In 1951, we shipped $1,393,000, 

Senator Moopy. So you are higher now ? 

Mr. Eumes. Of course, the selling price of the press has a great deal 
to do with that, Senator. 

Senator Moopy. That is right. How much has it increased ? 

Mr. Ermers. I think I can give you some adjusted figures on that. 

I believe that our 1943 production, adjusted to today’s prices, would 
probably have been approximately $3,000,000. 

Senator Moony. $3 million? 

Mr. Eves. Yes; instead of approximately $2,000,000. 

Senator Moopy. Mr. Elmes, your product is in great demand, is it 
not ! 

Mr. Evmes. That is what we are told. 

Senator Moopy. Are you making your delivery dates ? 

Mr. Eimes. We are approximately 6 weeks behind the scheduled 
which we set up some months ago. 

Senator Moopy. What is your backlog in deliveries of boring mills? 

Mr. Exvmes. I will answer that by saying that all of the boring mills 
of the 36-inch and 42-inch size will be built by our subcontractor start 
ing in another 60 days. We will discontinue building that size and 
concentrate on the larger sizes. Our subcontractor, as I said before, 
should complete the 250 machines in December of 1953. We should 
complete the balance of the backlog which we will build in September 
of 1953. 

Senator Moopy. How long does it take to build a boring mill? 

Mr. Evmes. That, again, depends on the size. In the case of the 
smaller mills, the lead time I would say under present conditions would 
be approximately 4 to 5 months. The larger mills would be 7 or 
8 to 10 months, depending on the attachments, and so forth. 

May I say this, Senator, that the boring mills which we are building 
today, particularly for the Air Force programs, require many more 
direct labor hours than did those machines in World War IT. 

Senator Moopy. I know that. Will you explain why, for the rec- 
ord ? 

Mr. Exmes. As an example, a great many of the machines that we 
are producing are equipped with what is called a contouring, or tracer 
attachment, which permits the tool automatically to follow a contour 
from a template on the machine the result is greater efficiency in the 
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production of jet engine parts, a better job, and the requirement in 
direct labor hours in building the machine is considerably higher. 

Senator Moopy. Are you running your plant at full capacity ? 

Mr. Exmes. We are running to 9- -hour shifts 5 d: ays a week and two 
shifts on the sixth day. The sixth-day shift varies in the number 
of hours, depending on what bottleneck departments we have. We 
will run 8 hours, for example, on the sixth day, and in some instances 
perhaps 10 hours. 

Senator Moopr. You use that to adjust production; is that the idea ? 

Mr. Exvmes. That is right. We try to keep a balance. 

Senator Moopy. You do have two full 9-hour shifts ordinarily ? 

Mr. Etmes. No. The second shift is not entirely full. We are at- 
tempting to train more men to fill out the second shift. It is almost 
full, though. 

Senator Moony. You informed Mr. Noone, Mr. Elmes, that you are 
short of labor, did you not ? 

Mr. Evmes. That is right, short of skilled labor. 

Senator Moopy. Are you having considerable difficulty getting that ? 
Is that holding back your production in an appreciable ‘degree? 

Mr. Etmes. Not to a great degree. 

Senator Moopy. Not toa great degree ? 

Mr. Eumes. No; to some extent. 

Senator Moopy. Could you increase your production substantially 
if you had more men? 

Mr. Extmes. No, we could not, Senator. We do not have the floor 
space. 

Senator Moopy. You do not have the floor space ? 

Mr. Exmes. That is right. 

Senator Moopy. Have you considered letting any contracts in areas 
where there is a substantial amount of skilled labor, more than exists 
in Cincinnati? 

Mr. Exrmes. We have not been requested to do anything further con- 
cerning subcontracting. We have been a bit uneasy about any further 
commitments due to cancellations and potential cancellations that we 
have been receiving. 

Senator Moopy. Have you been receiving cancellations of orders? 

Mr. Exmes. Yes, we have. 

Senator Moopy. To what extent ? 

Mr. Etmes. We have received quite a few cancellations in the past 
few months, 138 machines, to be exact, from July to the present time. 

Senator Moopy. You are talking about boring mills? 

Mr. Exmes. Units, I am talking about. 

Senator Moopy. Does that include your presses? 

Mr. Exes. No, sir. 

Mr. Noone. Just in the King Machine Tool Division? 

Mr. Exmes. That is correct. 

Senator Moopy. What is your total backlog ? 

Mr. Exmes. 468 machines, as of a few days ago. 

Senator Moopy. Your total backlog is 468 machines, and you have 
had 138 canceled ? 

Mr. Exes. 138 canceled. I might say that these cancellations are 
not all what might be termed definite cancellations. Many of them 
consist of a letter from the prime contractor stating that he would like 
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to cancel if he can do so at no cost, and if this can be done, to immedi- 
ately consider this a cancellation. And we have replied to the effect 
that he cannot do it without cancellation charges. 

Consequently, I consider that a potential cancellation rather than a 
definite one. But I group the two together. The 138 is the total of 
definite and potential cancellations. 

Senator Moopy. Where do you get those cancellations ? 

Mr. Evmes. Many of them have come from Air Force contractors. 

Senator Moopy. Air Force contractors ? 

Mr. Eimes. Engine manufacturers. 

Senator Moopy. How do you explain that, Mr. Elmes? Different 
machines are for different purposes. I am not enough of a technical 
expert to know whether these particular machines are needed or not. 
But the Air Force is badly behind Russia in its prou iuction of jet en- 


gines and jet “ee . The period of vulnerab lity Is extended 
longer we stay behind Russia, and I should think that there ought to 


be an all-out effort to produce these engines, and if the v need your ma 
chines, I do not see w hy they « ‘ancel. Is the exp: ination th: at the \ do 
not need this type of machine? Are they substituting some other 
types, or what / 

Mr. Ma MES. We hs ave hs id a number of expl: in: itions. Sen ator. We 
are always naturally interested in knowing why a customer cancels an 
orde) waa we try to find out. 

Senator Moopy. That is the reason we have you here. We think you 
are an expert on this subject. 

Mr. Evmes. Some of them tell us that it is due to the so-called 
stretch-out of their program. 

Senator Moopy. You said that these cancellations began last July ? 

Mr. Eumes. Yes. According to my records we first started vetth or 
them in July. 

Senator Moopy. How many of them have come since the announce 
ment of the stretch-out ? 

Mr. Exmes. Some of them said they canceled because of our long 
deliveries, but many of them blamed it on the stretch-out. 

Senator Moopy. Because of your long deliveries? Because you 
could not give them machines promptly; is that right ? 

Mr. Exnmes. That is correct. We had 23 machines canceled, or 
tentatively canceled, in the month of March, last month. 

Senator Moopy. When was the stretch-out announced / 

Mr. Exumes. Practically all the cancellations in March were stated 
to be due to the stretch-out. 

Senator Moony. But that is only 23 out of 138. 

Mr. Etmes. We have 31 in December. 

Senator Moopy. Was that due to the stretch-out? It had not been 
announced in December, had it ? 

Mr. Eimrs. No. They say ae a cut-back in program; replaced 
by other machines: change in location of machine and plant; over 
bought : replaced by others. Those are the reasons that’ they gave 
our sales department when they contacted them. 

Senator Moony. Will you aes ribe the kind of work that your ma- 
chines do, as it relates, to the manufacture of a jet engine? 

Mr. Evmes. They turn, ‘ton and bore jet-engine parts. They do 
the same type of work as the gentleman who testified yesterday de- 
scribed for their machines. 
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Senator Moopy. You mean Mr. LeBlond? Mr. LeBlond and Mr. 
Hayes testified yesterday. 

Mr. Exmes. That is right. 

Senator Moopy. Are you referring to Mr. Hayes? 

Mr. Exmes. I am referring to Mr. Hayes; yes, sir. 

Senator Moopy. Your machine is a 

Mr. Exvmes. It is a vertical boring mill. It is very similar to the 
Cut Master. 

Senator Moopy. It is virtually the same as the Bullard machine; is 
that right? 

Mr. Eximers. That is right. 

Senator Moopy. You say you find it impossible to increase the tim- 
ing on your orders. You mentioned the fact that one reason for 
cancellation was because of your long delivery time? ' 

Mr. Exaes. Yes. 

Senator Moopy. There is no way of shortening that delivery time? 

Mr. Eximrs. There is no way that we know of, Senator, with the 
present facilities that are available. 

Senator Moopy. Is it your impression that the manufacture of jet 
engines is being delayed by the shortage of tools of the type that you 
manufacture, you and others? 

Mr. Exes. I have been given to understand that. However, I have 
been wondering about it when I have seen these cancellations come 
through. 

Senator Moopy. This committee is wondering about this whole area 
of activity. The theory of the program is advanced by those in charge 
of it that we must build our strength just as rapidly as we can. The 
survival of the Nation may depend on it. 

Mr. Exmes. That is right. 

Senator Moopy. In fact, there is certainly something less than an 
all-out effort to do that and in many cases we have found that those 
who are actually manufacturing the airplanes say that the reason that 
they cannot do it any faster is “because they do not have the machine 
tools. That is the reason we are investigating the machine-tool situa- 
tion—to find out what can be done to speed it up. You say that the 
reason you are getting cancellations is because of the action of the 
Government itself in cutting back; is that right? 

Mr. Ei_mes. From the information we receive from our customers it 
seems to be that their programs, in some instances, are cut back, or 
stretched out, as they call it. 

Senator Moopy. Who are some of the contractors who have cut back ? 
Are there any manufacturers of jet engines among those that have cut 
back or are asking to cut back? 

Mr. Evmes. One of our customers who canceled a number of ma- 
chines—the service branch was designated as Air Force, and they said 
it was a cut-back in program—was Nash. 

Senator Moopy. Nash? 

Mr. Exes. Yes. 

Senator Moopy. Do you know what those machines were to be used 
for ? 

Mr. Exmes. I assume they were to be used for engine production. 
It was designated as Air Force. I could not say definitely what they 
were used for. 
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Senator Moopy. That is the Nash-Kelvinator Corp. 

Mr. Evmes. Yes, sir. 

Senator Moopy. What other corporations cut back ? 

Mr. Exmes. Gibson Refrigerator Co. They specified that the rea- 
son for their cancellation of several 36-inch machines was due to a 
loss of contract. That was designated as Air Force. 

Senator Moopy. That isa wood reason for canceling. 

Mr. Exmes. Here, again, we have Oldsmobile. 

Senator Moopy. Oldsmobile cut back? 

Mr. Exes. Several machines. ‘They gave the reason as stretch- 
out. 

Senator Moony. What kind of machines did Oldsmobile cancel ? 

Mr. Eves. Thirty-six inch. 

Senator Moopy. Thirty six inch boring mills? 

Mr. Eumers. Yes, s 

Senator Moopy. ead is that an Air Force facility / 

Mr. Exmes. It is an Air Force facility. 

General Electric, several machines, Air Force: stretch-out. 

Senator Moony. What is the reason given there ¢ 

Mr. Exaes. Stretch-out. 

Senator Moony. Any others? 

Mr. Eumes. Yes, sir. We have the item here, General Electric: 
another machine from Nash, other than those that I have mentioned: 
Frigidaire division. That is designated as Air Force. I do not know 
what the machine was for. 

Senator Moony. It looks to me as if someone is going around in 
circles. They say they cannot get more airplanes because they can- 
not get machine tools; yet they are canceling orders for machine 
tools. 

Mr. Evmes. Wright Aeronautical, three machines, cut back. 

Senator Moony. Now, these cut-backs you have mentioned have not 
related to your own delivery times? The reasons given to you by 
General Electric, General Motors, Nash, Wright Aeronautical, and 
others have been the stretch-out program of the Government; is that 
right ? 

Mr. E_mes. That is the reason they give us. 

Senator Moopy. Howe ver, vou coul ] not deliver any more mac hin es 
immediately than ‘you are delivering; is that right ? 

Mr. Eximes. That is correct. 

Mr. Noone. Have you considered additional subcontracting, Mr. 
Elmes? 

Mr. Etmes. No; we have not. We did make an attempt to locate 
some time ago some additional subcontractors without success. I 
think, Senator, you might be interested in a very brief history of this 
subcontracting deal that we are in now. 

Senator Moopy. The one you mentioned a while ago ? 

Mr. Etmrs. Yes; the Miehle people. 

Senator Moovy. Yes. 

Mr. Eumes. These dates that I quote may not be exact, but they 
are approximatey right. 

In February of 1951 we attended a meeting of the vertical boring 
mill manufacturers at ae ‘+h Marshall Smith presided. He requested 
that we make efforts to subcontract. We immediately started look- 
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ing for a subcontractor and entered into a tentative arrangement with 
Miehle Printing Press. 

It was determined that we needed approximately $750,000 for 
production devices and facilities. In other words, they needed about 
five machine tools that they did not have in their plant, and in order 
to produce these boring mills, we also needed a great many jigs, fix- 
tures, patterns, and other production devices to get this volume. 

We then contacted NPA but were unable to get the money. They 
were not ina position to advance it. We then went to W right Fiek i, 
since there was so much at stake for the Air Force in these particular 
machines, and got pretty near to the top at Wright Field, and they 
told us that they could arrange to lease these few machine tools to 
the subcontractor, but that there was no way that they could obtain 
the funds for the approximately $350,000 worth of jigs, fixtures, and 
patterns 

Senator Moopy. You wanted to have the Government buy these 
jigs, fixtures, and patterns, and give them to your subcontractor, is 
that correct / 

Mr. Evaes. Correct. 

nator Moopy. You were not asking for a loan? You wanted the 
Government to install the facilities in the same way that similar facili- 
ties were installed during the second world war; is that correct? 

Mr. Ev_mes. C as 

Senator Moopy. That was $350,000? 

Mr. Eximes. That was just for the jigs, fixtures, and patterns. And 
that was the estimated amount. 

Senator Moopy. I see. Was that the total amount that you wanted 
the Government to invest ? 

Mr. Exes. In addition to that. there were these few machine tools 
which the Government agree «| they could lease 

Senator Moopy. Thos e were the ones that the Government already 
had at Marietta ? 

Mr. Evmes. If they were available in surplus, of course, those ma- 
chines would be used. If not, they would have to be purchased by the 
Government from the manufacturer. 

Senator Moopy. Purchased by the Government and leased ? 

ot Exmes. Correct. 

Senator Moopy. But the Government refused to buy for the manu- 
facturers these other tools that you spoke of, $350,000 worth; is that 
right ? 

Mr, Evmes. The jigs, fixtures, and patterns. They apparently 
legally could not do it. They could not make the funds available. 

Senator Moopy. That is very interesting. 

Let me ask you a question which may seem a little off the point. 
Would you consider that would be socialistic for the Government to 
do that ? 

Mr. Evmes. I think that it would be very similar to what they did 
in connection with defense plants. 

Senator Moony. It would be an action taken in the interest of in- 
creasing our strength as rapidly as possible when there was no other 
way to do it: is that correct ? 

Mr. Exmes. I believe that is correct, sit 
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Senator Moony. If there had been another way, an economic way, 
for private industry to do that job, private industry would have done 
it: is that correct ? 

Mr. Exmes. I believe so. 

Senator Moony, But in this case you felt, and your subcontractors 
felt, that the Government should step in and do that job; is that 
right ¢ 

Mr. Excmes. We felt that it was not up to us to take this risk. At 
that time we did not have a sufficient backlog of these particular size 
machines that the Mehle Printing Press Co. was able to build to 
Justify such a risk. 

Senator Moopy. That did delay the production of these highly 
critical machine tools, did it not? 

Mr. E_mes. Substantially. 

Senator Moopy. Will you give us a little detail on how much 
delayed it ? 

Mr. Ermes. Yes. I can tell you that we started working on this 
in March of 1951. We were hopeful that some way would be found 
to make these funds available. However, it did not turn out that 
way, and finally we decided to put up our own money. 

Senator Moopy, You did put up your own money 4 

Mr. Evoes. We} ut up our own money without any help at all from 
the Government, ee we entered into a contract with the Mehle 
Printing Press & Manufacturing Co. at great risk to ourselves, be- 
fore we even had the contract from GSA for lease of the machine 
tools. 

Senator Moopy. Why could you not have done that in the first 
place ? 

Mr. Evmes. In the first place we did not have a sufficient backlog 
of the size machines that. Mehle were able to build. And incidentally, 
they cannot build over a 42-inch size, due to their production facilities. 

Senator Moony. I see. 

Mr. Exaes. The backlog was not sufficient to justify the risk. 

Senator Moopy. When did vou finally use your own money 4 

Mr. Exaes. It was finally decided in, I believe, the spring of 1951, 
that we would use our own money for the building of these jigs, fix- 
tures, and patterns. 

Senator Moopy. Now, when you said that there was a substantial 
delay, what did you mean ? 

Mr. Evmes. Had the funds been available to us for this in March 
of 1951, for example, or April, we would have started the thing voIng, 
As it was, we—— 

Senator Moopy. When you say March or April, and then you say the 
spring, of course, April is the spring. 

Mr. Evmes. All right. I should say. then, that we probably made 
this decision, as I recall it, in June or July. 

Senator Moony. In other words, there was a delay there from. say 
March to July, where you could have moved r apidly into produc tion 
if you had this help from the Government which you did not have: is 
that correct? 

Mr. Exvmes. It takes a lot of get-ready time to set up facilities for 
producing these boring mills on a quantity basis. 
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Senator Moopy. So that this was one of the factors in the slow de- 
livery of machine tools that are urgently needed for jet aircraft and 
other similar weapons? 

Mr. Exvmes. That is right. 

Senator Moopy. The reason I asked you about the socialistic thing 
was this, that as you may know, I am a member of the Banking and 
Currency Committee that has jurisdiction over the National Produc- 
tion Act. When this act was pending last spring, at the very time you 
are talking about, one of the proposals made by the President was 
that an authority just such as you suggested here be included in the 
act. It was in the law in the Second World War. 

Mr. Wilson, who is not exactly a Socialist, I believe, urged this be- 
fore the committee, and Senator Benton and Senator Douglas and 
Senator Sparkman and some of the others of us endeavored to have 
this authority put in the law. 

Yesterday .afternoon, before this committee, Mr. LeBlond testified 
that he had a deal with the Air Force which would have substantially 
increased his production of machine tools and would have substan- 
tially, as I understood him, improved the delivery dates of his tools had 
he been able to do this. But the measure was not in the law and it was 
turned down under attacks of socialism, which I thought at the time, 
frankly, were let us call it, pretty silly. 

Now we come around a year later and we are still dangerously be- 
hind Russia in producing these things, and we find that our deliveries 
are delayed and were delayed for a number of reasons in 1951, one of 
which was the fact that we did not have that authority, as was testi- 
hed to by yourself and Mr. LeBlond. 

You say you are having difliculty getting subcontractors. We havea 
letter here from Klein & Saks in the American Security Building in 
Washington here, a letter to Mr. Noone, as the counsel of this com- 
mittee, stating that the Harris-Seybold Co. of Cleveland is seeking 
additional subeontracts for the manufacture of machine tools. 

Have you contacted that company at all? 

Mr. Kimrs. No; we have not, Senator. 

Senator Moopy. I thought that might be information you might like 
to have. 

Mr. Eimes. I appreciate having it. 

Senator Moopy. ‘This committee gets a tremendous number of com- 
plaints and also has people coming to it actually looking for business. 
The chairman of the full Senate Small Business Committee, Senator 
Sparkman, proposed in an amendment to the National Production Act 
a year ago for the creation of the Small Defense Plants Adminis- 
tration. 

One good reason for that was to take some of the load off the staff 
of this committee that was, in a measure, inadequate in trying to 
function in that capacity. 

So here is one that I am passing along to you for your information. 

Mr. Exmes. Thank you. 

Senator Moopy. Did you have any other difficulties in bringing 
your production up? Was there any other factor that got in your 
way / ; 
_Mr. Exmes. I do not think that there was any other major factor. 
There was the matter of getting suppliers built up to give us the 
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necessary volume of materials. It was a matter of getting manpower 
and training. 

I did mention, I believe, before that we are subcontracting hydraulic 
presses. It is necessary to arrange subcontracting facilities for the 
presses; otherwise we would have had greater difficulty in getting out 
boring mills and press requirements. 

Senator Moopy. Was your response from subcontractors good? 
Did you have difficulty convincing people to take business ? 

Mr. Evaes. We did not a a great deal of difficulty with the 
Mehle Co. We chose them because of their good performance during 
World War II as a subcontri ne of machine tools, because of their 
know-how. 

Senator Moopy. Yes; I know. 

Mr. Exmes. And the subcontractors of hydraulic presses, the Fulton 
Iron Works Co., of St. Louis, acted for us as a subcontractor during 
the World Wat 

Senator Moopy. So there was a good relationship ¢ 

Mr. Eumes. There was a good relationship. 

Senator Moopy. Have you had any difficulty obtaining materials? 

Mr. Exmes. The material situation so far as the boring mills are 
concerned is pretty well straightened out. Our principal difficulty 
is in the press division, in the heavy steel castings. Deliveries on 
heavy steel castings are very long. 

Senator Moopy. Now ? 

Mr. Eimes. Yes, and have been for some time. 

Senator Moopy. How long are the “ye 

Mr. Eumes. On castings weighing 10,000 pounds and over our sup- 
pliers are quoting deliveries of as long as 10 months, in some instances. 

Senator Moovy. ‘Ten months? 

Mr. Exmes. Yes. 

Senator Moopy. That is before you can even start to work on the 
thing yourself? 

Mr. Eimes. That is right, sir. We have made creat efforts to find 
other sources, even from the west coast, and, of course, the cost would 
be terrific. 

Senator Moopy. It would cost quite a little bit to ship 10,000-pound 
castings ¢ 

Mr. Eimes. Yes. But we have been trying to buy them there, if 
we could get them. 

Senator Moopvy. Did either your company or Mehle try to get 
financing from the RFC? 

Mr. E_mes. I cannot speak for Mehle. We did not. 

Senator Moopy. You did not ¢ 

Mr. Eves. No. 

Senator Moopy. Do you have any suggestions of the steps that you 
feel might be undertaken by the industry or the Government to expe- 
dite the production of machine tools that are now critically short? 

Mr. Exmes. It is quite possible that in certain cases of scarce 
material we might get some more assistance from the Government. 
As an example, we are building some presses right now. I take it you 
do not mind my talking about the press end of it, too, because that is 
critical. 

Senator Moopy. Of course not. 
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Mr. Exmes. We are building some presses right now. Of course, we 
are having a great deal of difficulty getting steel castings for the 
presses to be used for the production of cartr idge « cases and projectiles. 

Senator Moopy. You are having difliculty getting those? 

Mr. Evmes. Yes. We are having difficulty oetting steel castings. 

Now, NPA and Ordnance are fully aware of the difficulties we are 
having. They have come to see us about it and we have been to see 
them. They have copies of our purchase orders to our suppliers, and 
they apparently have contacted the suppliers, but so far there have 
been no results. 

That is not criticism of NPA or Ordnance. What cannot be done, 
I suppose, cannot be done. 

Senator Moopy. The fact is, of course, in a job as big as this and 
as complicated as this, it is impossible to expect to be perfect. 

Mr. Eves, Certainly. 

Senator Moopy. We want it to be as good as it can. 

The thing that disturbs me, however, is this cutting back of the 
thing at a time when we ought to be moving forward as fast as we 
‘an. I think that is a very disturbing factor. 

Mr. Etmers. Of course, it is diflicult for us to understand, with the 
heat that is being put on us by many of the prime contractors for 
equipment, and then to start receiving cancellations. 

Senator Moopy. It seems to me that either we are in danger or 
we are not in danger, and if we are in danger, it might be well to cut 
down the period of it. From the standpoint of paying for it, it will 
cost no more and perhaps not as much the way prices have been moving 
in the last couple of years, to buy it now, as it would to buy it in 
the future. And if we are going to need it, I think the sooner we get 
t, the better for the country. 

From the standpoint of financing, I think that was a major factor 
in the cut-back, the fact that it is known that the Congress is not in 
the mood to increase taxes, and I believe that it is not necessary to 
increase taxes this year. 

You might be interested in this, Mr. Elmes. If the budget were 
set up for this mobilization over, say, a 5-year period, and the taxes 
were allowed to stay where they are for that period, while they would 
not get up high enough to cover the peak of production and expendi- 
tures which would come in the next year or two, if we could telescope 
our deliveries and then when the military spending drops off allow 
what would then become a surplus to pay for the present peak, you 
could balance your budget over a period of 5 years and pay for the 
mobilization without higher taxes, and get deliveries quicker. 

I think that it has been a very bad mistake to stretch out the period 
of deliveries and also stretch out the period when the country is vul- 
nerable because we do not want tax increases this year. I do not think 
that we have to have tax increases this year in order to get these 
deliveries, which is a side light, but I think it is a matter of policy 
where a serious mistake has been made, in my own judgment. 

Have you had any trouble in the turn-over of manpower, Mr. 
Elmes? 

Mr. Eximes. Not a great deal. We have lost a few people to local 
plants around Cincinnati, but the number has not been great. 

Senator Moony. What are your wage rates ? 

Mr. Eines. Our average rate is about $1.73. 
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Mr. Noonr. What percentage of your production is on rated orders ? 
Mr. Euaes. All of a all of our boring-mill production. 


Mr. Noonr. Has there been any confusion on one order succeeding 
another? We have had several manufacturers complaining to us that 
they will have an order on the books of a machine tool manufacturer 
and a scheduled delivery date, and then they will be advised that their 
order has — put back, and it has been superseded by another. Has 
there been a ereat deal of that in your company ¢ 

Mr. Eumes. ‘Ot course, the staff that handles our order board has 
been complaining over a period of time about the constant necessity 
for reshuttling the order board, due to various regulations. I am not 
familiar enough with the number to tell you just what they have been 
complaining about. But, of course, M—41 is now keeping us fairl 
well straightened out. but it was brought out vesterday, | think, that 
pata A corn. ag to have something better in the future that I hope 
will dlo away W ith lot of these clive sions and upsets in pro tuction 
schedules. 

Senator Moopy. One 1 arings is to bring out some 
of these facts and see if we cannot ornate action on that. 

The Mehle Co. is making 36- and 42-inch vertical boring mills: is 
that right? 

Mr. Evmes. Correct. 

Senator Moopy. How does the price that they charge compare with 
your price ¢ 

Mr. Eumes. The invoice price to our customers for the boring mills 
built by the Mehle ¢ oO. will be exactly the salne as it will be {ol those 
built in our own plant. 

Senator Moopy. You are making the delivery of the Mehle built 
mills: is that right ? 

Mr. Eiamers. We are selling them. 

Senator Moony. You are selling them to the Government or to the 
Government’s contractors / 

Mr. Eimes. Yes. 

Senator Moopy. So you put your guaranty on them / 

Mr. Eves. Correct. We service them and supervise their instal 
lation. 

Senator Moopy. Do you mi ike a profit on that ? 

Mr. Eimes. We believe that we will make no profit whatsoever on 
the subcontracted mills. 

Senator Moony. You did not feel it necessary to add your customary 
profit to the delive ry price of the Mehle machines? You understand, 
1 am not urging you to do that. I am about to complime nt you. 

Mr. Eimes. I would like to answer the question by te ling you that 
due to the fact that we purchased King Machine’ lool in Janu: ry 1948, 
and due to the fact that our cost records for some per iod of time there 
after were inadequate, and consequently our prices during the base 
period as set up by the price regulations were very unfortunate, we 
have found it necessary to go under the alternative price regulation, 
known as General Overriding Regulation 15. No doubt you are 
familiar with that regulation, Senator. 

Senator Moopy. Yes: I am. Do you want to state briefly for the 
record what it is? 
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Mr. Exmes. Briefly, the regulation permits a certain return on your 
invested capital regardless of the volume shipped. 

Senator Moopy. Let me ask you this. How does your boring mill 
compare with the Bullard Cut Master? Does it do about the same 
work ? 

Mr. Etmes. In my opinion, it does. 

Senator Moopy. In your opinion, it does? 

Mr. Exmes. In my opinion. 

Senator Moopy. We will take it as an ex parte statement. It does 
about the same work? 

Mr. Exes. That is right. 

Senator Moopy. How much do you sell them for? 

Mr. Exmes. The price varies depending on the head combinations, 
attachments, and so forth, in each size mill. 

Would you like me to tell you what the price is on a specific size 
of boring mill? 

Senator Moopy. Well, 42-inch. 

Mr. Eumes. On the 42-inch size, the basic machine, it is $34,377. 
That, however, requires some explanation. That is the price list at 
which we were selling the machines or quoting the machines on Decem- 
ber 12, 1950. Under GOR 15, we must adjust that price downward. 
Consequently, we are not invoicing it at that price, and I do not have 
the inieremiion here as to the exact price at which we are invoicing 
it. However, I would say that it is approximately 5 percent lower 
now. F 

Senator Moopy. It is a comparable sale price to the Bullard Cut 
Master 42-inch, which has a price ceiling of $36,947; is that your 
statement ? 

Mr. Extmes. Yes. 

Senator Moony. The two machines are comparable? 

Mr. Exmes. Correct. 

Senator Moopy. I would like to call your attention to the fact, just 
for your information, that there has been considerable controversy 
over the cancellation of a contract for 757 42-inch Bullard Cut 
Masters which were to be built by the Fisher Body Co., and 
the statement was made here yesterday by Mr. Hayes that he was 
unable to get orders for them, although there is a delivery date which 
runs into November or December of 1953. One reason why no or- 
ders were available was, according to his testimony, the much higher 
price estimated by Fisher as compared with the price set up by Bullard. 
Tt includes a profit of $14.358 to the Bullard Co. on each machine. 
The estimated cost of manufacture of these tools by General Motors 
is $75,300. The Bullard profit was the difference between the esti- 
mated cost of manufacturing these tools by General Motors of $75,- 
300, and the selling price for the tools that Fisher Body Co. makes, 
$89,658. 

I am just calling attention to the difference in the practice between 
your company as it handles the Mehle contract and the policy of 
Bullard, which is taking its own profit and also a profit on the Fisher 
tools.* 


1 See appendix, p. 549, for additional data furnished by Mr. E. C. Bullard, president of 
sullard Co., Bridgeport, Conn. 
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Mr. Elmes, if you have any thoughts as to how the delivery of 
machine tools to our Air Force, Navy, and Ordnance contractors 
can be stepped up, I would like to have you give it to me. 

Mr. Exmes. Senator, I can only speak from | my own knowledge of 
our particular situation. I do not believe that I should speak for the 
industry, because I do not know their problems. 

Senator Moopy. Any present suggestions that you may have as an 
expert in this field would be welcome. 

Mr. Evmes. I do not have any suggestions other than increased 
subcontracting, and if increased subcontracting is done by us and 
probably by other people, then we have the problem of material and 
components for that increased volume, 

I mean by that not only castings, but antifriction bearings, motors, 
controls, and many other things that go into the making up of ¢ 
machine tool. 

Senator Moopy. The problems of expansion of an industry? 

Mr. Extmes. It isa big problem. It is a question of whether you can 
get what you ‘need. 

Senator Moopy. Do you have any suggestions as to the stabilization 
of the industry? I think you know better than anyone else that it is 
a feast or famine industry, and it is an industry that we have to have 
in being as a matter of the safety of the country. We have to have 
people who can make machine tools, and if we are going to do that, 
they have to stay in a profitable business. 

Do you have any suggestions as to the stabilization of the industry ? 

Mr. Exes. First, I would like to say that I was in the room yester- 
day afternoon when Mr. LeBlond expressed the opinion on the sale 
or surplus machine tools, and so forth, and I heartily agree with that. 

Secondly, if something could be done—I am not suggesting what it 
might be—but if something could be done to place the machine-tool 
builder in a better financial position to cross this valley which he hits 
often, it certainly would tend toward a more vigorous machine-tool 
industry. 

Senator Moopy. That is quite difficult. Do you have any sugges- 
tions in that field ? 

Mr. Exmes. Just give him a chance to retain a little more of his 
profit from his efforts during the peaks, whether it be wartime, defense 
programing, or due to some other reason. 

Perhaps some consideration could be given the machine-tool indus- 
try in respect to renegotiation, with respect to amortization of his 
facilities. 

Senator Moopy. The committee is studying all these angles of the 
situation. Now any stabilization move that is made will have to come 
in a subsequent action. We are looking that over. I personally feel 
that this tool insurance program is very important, the tooling up of 
parallel plants. I think that it will provide a substantial measure of 
activity for the industry for a considerable period, for a longer period 
that would be provided if we were merely going to do a tooling-up job 
for the immediate situation. 

Mr. Exmes. That could be a very helpful thing to the industry. 

Senator Moopy. Do you have any other suggestions ? 

Mr. Exmes. No; I do not, sir. 

Senator Moopy. Thank you very much for coming. 
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Mr. Exmes. You are welcome. 

Senator Moopy. Our next witness is L. D. McDonald. 

Do you solemnly swear, each of you, that the testimony you will 
give before this committee will be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. McDonatp. I do. 

Mr. Battery. I do. 








TESTIMONY OF L. D. McDONALD, EXECUTIVE VICE PRESIDENT, 
AND WALTER K. BAILEY, MANUFACTURING VICE PRESIDENT, 
THE WARNER & SWASEY CO., CLEVELAND, OHIO 


Senator Moony. I see that you have quite a big statement and press 
release that you have given out here. 

Mr. McDonawp. Senator, I heard you say yesterday when I was 
in the room that you did not ob ject to some pub Tic ity coming out of 
this committee, and I thought you would not object to it. 

Senator Moopy. I do not object, so long as we are able to maintain 
a constructive end. Of course, that is all right. I was just reading 
your press release and 1 was interested in the point you made in 
the opening. 

Mr. McDonaup. I have been down here in Washington so much 
and am so much concerned with the machine-tool problem over a 
period of several years that I think this statement expresses a very 
vital point in keeping this country strong. And with your permission, 
I would like to read the statement. 

Senator Moopy. Yes, sir. I think that I should make it clear that 
when I referred to publicity I had in mind this thought: The chief 
weight of my remarks was to the effect that we were not primarily 
looking for publicity, hut that we did not mind it. We were not 
primarily, however, looking for it. 

Mr. McDonatp. I understand. 

Senator Moopy. First, let us have your name. 

Mr. McDonatp. My name is Lloyd D. MeDonald, executive vice 
president of the Warner & Swasey Co., Clevel: nd, Ohio. 

Senator Moony. Will you state your name please 

Mr. Batter. Walter K. Bailey, manufacturing vice president, War- 
ner & Swasey Co., Cleveland, Ohio. 

Senator Moopy. You have a prepared statement here, Mr. McDon- 
ald. Do you want to read it ¢ 

Mr. McDonap. At any time that it is convenient for you. 

Senator Moony. Go right ahead. 

Mr. McDonavp. If there are any questions, all right. 

Senator Moopy. I will ask the questions afterwards. W hy do you 
not read it now 4 

Mr. McDonatp. All right. 

Senator Moopy. Or if you would rather have it put in the record, 
and just summarize it, that is all right. It is not very long. If you 
would like to read it in full, all right. 

Mr. McDonatp. Yes. IT will read it. 

Much has been said and many things are being advocated to cure 
the immediate situation in the defense program, much of which, it 
is claimed, is due to the condition of the machine-tool industry. <A 
meeting took place in Washington between leaders of the machine-tool 
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industry and certain representatives of the armed services and of 
Mr. Wilson’s oftice in which a list of 29 items was presented and 
discussed, all of which points are pertinent to getting the immediate 
job done. And note I said the immediate job done. These are the 
problems which must be taken care of in the present situation. How- 
ever, I should like to point up the situation which is fundamental 
to the predicament into which this country was plunged with the 
advent of the Korean war. 

I am spe: aking today as a representative of a small company. This 
company is one of ap proximate ‘ly 300 in a small industry whose total 
yearly output is less than | month’s out put of several of our indus- 
trial giants. 

Senator Moopy. You mean several of our single corporations ? 

Mr. McDona tp. Yes, General Motors, United States Steel, and so 
forth. 

But what I have to say concerns the thousands of shops in this 
country which form the backbone of the American productive might 
and are absolutely hecessary to the defense of this country in time of 
peril. 

Senator Moopy. That is the point I made before you took the stand. 

Mr. McDonavp. Very definitely. 

It has been generally assumed that because of our genius for pro 
duction in this country, the productive equipment in our manufactur 
ing plants is the finest and most modern in the world. This assump- 
tion is completely contrary to the facts. We have lagged far behind 
various other countries in plant modernization. For many years the 
major share of metal fabricating work in the United States has been 
done on obsolete, high-cost machine tools. 

Senator Moopy. That is an amazing statement. I presume that 
it can be substantiated, or you would not make it. I am very glad 
that vou brought that out. 

Mr. McDona.p. Yes. 

Senator Moopy. I might say this. I have not been in all of the 
countries of the world or even in all of the countries of Europe. 1 
have been in most of the countries of Europe. I have seen a number 
of plants in Switzerland and Germany and some other countries 
which are highly proficient. In general, do you not feel that our pro 
ductive capacity and our productive know how far exceeds aby of t] 
other countries? That is my impression. 

Mr. McDonatp. Yes, but I say that it is being done with obsolete 
machine tools compared with what could be done. 

Senator Moopy. You are not criticizing our industrial capacity as 
compared with others. You are saving we couid do much better than 
we do? 

Mr. McDonatp. Yes, much better. 

Senator Moony. That is very interesting. 

Mr. McDonarp. T wonder if you have seen this survey of metal 
working production equipment put out by the American Machinest. 
That was in 1949. 

Senator Moony. Let me see that, please. I notice a headline here 
that states equipment in six major industries is more than 20 years 
old. 

Mr. McDonatp. Yes. And one of those is the automotive industry 
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Senator Moopy. And metal working has more old equipment today 
than ever before, I see here: obsolescence trend sharply up. 

I would suspect, Mr. McDonald, that you were a pretty good sales- 
man of machine tools. 

Mr. Bartey. Not very, or we would not have that situation. 

Senator Moopy. It sounds pretty good to me. 

You may proceed. 

Mr. McDona.p. As I will point out later, the only substantial 
modernization of plant in this country takes place when the unrealistic 
depreciation concepts are discarded and Congress substitutes amortiza- 
tion of the cost of facilities. 

This lack of modernization of plants has not been for lack of new 
models. The American machine tool industry leads the world in 
machine tool design. New improvements and developments render 
old models obsolete in our industry at the average rate of about once 
every 7 years. And yet, according to the American Machinist, in 
1949, over 43 percent of the machine tools in use in the country were 
10 years old, or older, and at least 95 percent were more than 10 years 
old in design. 

Senator Moopy. If we had a completely modern plant, what would 
those percentages be, I mean nationally ? 

Mr. McDonavp. I should say it probably would be in the neighbor- 
hood of 30 percent. 

Senator Moopy. In other words, 70 percent of the machine tools 
have been substantially improved i in the last 10 years? 

Mr. McDonatp. Yes, sir; even a higher percentage than that. Iam 
talking about the indiv idual machine tools. 

Why is it that our country has lagged so far behind in moderniza- 
tion ¢ 

Senator Moopy. So far behind what ? 

Mr. McDonatp. Behind what they could be. 

Senator Moopy. You do not mean we are lagging behind any other 
country ¢ 

Mr. McDonatp. We are lagging behind countries like Switzerland 
and Sweden. We were ls agging be hind Germany. 

Senator Moopy. As a matter of fact, the idea for the heavy press 
program came right out of Germany. 

Mr. McDonavp. Right. And, Senator, today we can buy, for in- 
stance, a cam milling machine from Germany that will produce six 
times what the best machine we can buy in the United States will pro- 
duce. That, of course, is just one instance. 

Senator Moopy. Are there many instances like that? 

Mr. McDonatp. I do not know. 

Mr. Battery. No; not many. 

Mr. McDonatp. I do not think there are. 

Senator Moopy. What did you say that German milling machine 
was ¢ 

Mr. McDona.p. A cam milling machine. 

Senator Moopy. How do you spell it? 

Mr. McDonatp. C-a-m. It is for cutting forms like this [describ- 
ing an eccentric]. 

Senator Moony. That can out-produce our machines 6 to 1? 


Mr. McDonanp. Yes, sir. 
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Senator Moony. This line of approach is very interesting to me, 
Mr. McDonald, because of the general assumption that we are not 
only the best in the world in that sort of thing, but that we have prac- 
tically a monopoly on it. I think a good many people have been 
jolted by the fact that the Russians not only have put out a MIG 
fighter airplane which is equal in some respects and superior in other 
respects to our best jet air engines, but they are making them five times, 
at least, as fast as we are. 

You may proceed. 

Mr. McDonatp. You will remember the Germans had this big press 
for pressing out the wings on airplanes, and the Russians took it 
over. There was one that came over to this country. 

Senator Moony. That is right, before we got over there. they had 


moved into Berlin and had taken it out. 


Mr. McDonatp. Yes. 

Why is it that we have succumbed to creeping obsolescence? Thiut 
is what I call the creeping obsolescence. 

The answer is that in 1934 the Internal Revenue Department put 
into effect a provision which has acted as a cumulate brake upon mod- 
ernization, and has forced the retention, rather than the replacement, 
of obsolete equipment. 

This provision is, as you know, Regulation TD—4422, which as- 
sumes that as long as a machine is operated, it is useful and profitable; 
and puts upon the taxpayer the impossible burden of proving that a 
machine will be worn out or become obsolete at some precise time in 
the future. 

This regulation was devised 18 years ago in a desperate effort to 
increase Government revenue. It was expected, at that time, to pro- 
duce for the Government approximately $94 million a year. I am 
convinced that it was originally applied as a revenue expedient, rather 
than as a basic principle of taxation; but once the Treasury establishes 
a means of obtaining revenue, it seldom relinquishes it except by direc- 
tion of the Congress. Over the years, the Treasury discovered that 
this provision was a gold mine in the sense of short range tax collec- 
tions, and regardless of its effect upon the American economy long 
range, it has continued to amplify and enforce it. 

Senator Moopy. Did it produce more than 94 million a year—has 
it been that kind of a gold mine? 

Mr. McDona.p. In 1948, before the committee and the economic 
report, you will find this in the proceedings, in the record, it was dem- 
onstrated that this provision which was originally supposed to raise 
$94 million a year for 3 years would cost the Treasury $4,500,000,000 
to reverse. 

Senator Moopy. A year? 

Mr. McDonarp. A year. That is what the Treasury estimated. 

Senator Moopy. How in the world could they estimate that ? 

Mr. McDonatp. They were estimating that that is what American 
industry would write off of all of its presently owned facilities. It 
is a measure of the amount that ieia have been written off in 1934 
up to 1948 and had not been written off. 

Senator Moopy. What you are saying is that if the regulations were 
changed so that industry could write off what you call obsolete equip- 
ment, that would be correct ? 
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Mr. McDonatp. That, Senator, is not what I am suggesting, as you 
will see as I get further along here, 

Senator Moopy. Why do you not go ahead ¢ 

Mr. McDonaup. Now, let us see what was the effect upon the Amer- 
ican econonry, 

In 1934, when the regulation was put into effect, American industry 
had just passed through a severe depression. It had bought very few 
hew machine tools during that period, and even in the ensuing years 
Was financially unable to make much progress in modernization. 

Then came the preparedness program and World War IL. For 
that emergency, every machine tool in the country, no matter how 
old or obsolete, was retained and put into use, 

In applying regulation T. D. 4422, the Internal Revenue Bureau 
}ook cognizance of the fact that a depression and then a war had caused 
the retention of these old machines. Their length of service was 
arbitrarily meluded by the Department in determining permitted 
depreciation schedules. This drastically reduced the depreciation 
allowance permitted upon new machines, and thereby discouraged 
their purchase, I point out to you that the effect of this provision 
was that the greater the degree of obsolescence, the larger was the 
penalty placed upon modernization, because the taxpayer was faced 
with the requirement of writing off new machines on the old basis. 

Senator Moopy. You mean on the basis of, say, 25 years? 

Mr. McDonaup. Yes, 25 years. You see, it has been accumulative 
in this way, that as we have gone along the depreciation rates of every 
manufacturing company on their productive equipment have been 
eradually reduced due to the effect of the retention of this old equip- 
ment during the depression and during World War IL. So that if 
they buy a new machine they can only recover just so much, depending 
upon how long they have had this other stuff in their plant. I think 
that will be clear as I go along here. 

After World War IT the obstacles to modernization became even 
more severe, because to regulation T. D. 4422 there were added the 
difficulties of inflation and higher taxation. With 50-cent dollars, a 
new machine would cost at least twice what the old one had cost. 
ven if the capits al spent for the old machine had been fully recovered 
hy that time, it was utterly inadequate for replacement ; and the majou 
share of the cost of the new machine had to come out of earnings after 
taxes. 

Bulletin F of the Bureau of Internal Revenue, revised in January 
1942, decrees that certain types of machine tools have certain arbitrary 
leneths of life, although in the foreword of Bulletin F the statement 
is made— 

They are set forth solely as a guide or starting point from which correct rates ma) 
be determined in the light of the experience of the property under consideration 
and all other pertinent evidence (italics mine), 

The truth of the matter is that despite this qualification the arbitrary 
lives controlled because of the impossible burden of proof placed on 
the taxpayer under T. D. 4422. This Bulletin F, which is used as a 
schedule for tax purposes, says that a turret lathe has a life of 25 years, 
a milling machine, a life of 20 years, a planer, a life of 25 years, et 
cetera, and in actual practice the rate or kind of use, accuracy retained, 
or obsolescence because of the development of new and better designs 
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does not receive recognition because the taxpayer cannot establish this 
in advance. 

Now, let us take a simple case of arithmetic: A company has, let us 
say, a certain machine tool for which it paid, 10 years ago, $1,000. 
On Bulletin F, this machine has a 20- year life. The company has, 
therefore, recovered $500 of the capital which it origin: ally invested in 
thismachine. It wants to replace the machine because it has had heavy 
duty, it has started to wear out, and furthermore, it is obsolete—a new 
and better model is available. The new model costs $2.000. 

The company must, therefore, earn at normal and surtax rates of 5 
percent $3,125 to provide the additional $1,500 with which to buy the 
new machine, and under the over-all 70 percent limitation rate would 
have to earn 85,000. 

And how fast can it recover the $2,000 of capital invested in the new 
machine? Under Bulletin F it may recover this at the rate of viee'a 
year. ‘To the small company with access to capital markets replace- 
ment is practically impossible in this situation. 

Is it any wonder that regulation T. D. 4422 tends to freeze into our 
economic system the old, obselete machines which should long since 
have been replaced by new and more efficient equipment ‘ 

Gentlemen, this regulation is strangling modernization and per- 
petuating obsolescence. It operates consistently to restrain mi nufac- 
turers from purchasing new equipment, because it extends the period 
of peace of capital far beyond the reasonably foreseeable future. 

Capital spent for new machine tools and similar productive equip- 
ment is essentially risk capital. It is a basic principle of the employ- 
ment of risk capital that it should not be extended beyond a period of 
the reasonably foreseeable future. An excellent example is the legal 
provision that a bank is prohibited from making commercial loans 
over a period longer than 5 years. Capital spent for machine tools is 
recovered out of the work produced on those machine tools. What 
will be the volume of this work? What will be its nature? Is any 
manufacturer warranted in assuming that the volume of the work and 
the nature of the work will be such, over a period of 20 whole years, 
as to justify the purchase of that new machine? 

To reverse the enforced trend toward obsolescence, and free manu- 
facturers from the shackles of this depreciation policy so that they 
‘an follow their natural instinct for competitive modernization, it is 
imperative that the Congress of the United States revise our tax laws 
dealing with the recovery of capital invested in productive equipment. 

I propose, gentlemen, an amendment to the Internal Revenue Code 
which would provide that after a certain date to be fixed by the Con- 
gress, rate of tax-free recovery of such capital should be option: al with 
the individual manufacturer. If he buys a new machine tool, he can 
write it off in 2 years, 5 years, 10 years, or 20, as he chooses. 

Senator Moony. If we wrote it off in 2 years, then he would not have 
any deduction ¢ 

Mr. McDona.p. That is right. 

Incidentally, in surveys that have been made prior to Korea the 
general average of what the manufacturers would do in such cases, 
that is, the general average, was 10 years, taking all things into con- 
sideration. 
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Senator Moopy. Your feeling would therefore be, having written 
that off, he could buy another one ¢ 

Mr. McDona.p. Yes. 

Senator Moopy. You are a good salesman. 

Mr. McDonatp. He can make this decision in the light of the cir- 
cumstances in his own particular company, viewed from the stand- 
point of the risk in the reasonably foreseeable future. 

You see how that removes this risk of inflation, that is, of rising 
prices, 

We have heard so much about underdepreciation and inadequate de- 
preciation reserves, et cetera. If the owner could recover the capital 
he has invested in his equipment, then when the new model comes along 
he can quickly replace it, you see. 

He alone can estimate in his best judgment what that risk is. and 
how rapid, in his opinion, should be lis rate of capital recovery. 

Now, do not think that I am recommending some untried or revolu- 
tionary scheme. ‘This proposal has repeatedly been made by tax au- 
thorities to the Congress. 

Senator Moopy. What tax authorities / 

Mr. McDonaup. Even President Roosevelt recommended it. There 
have been any number of thei. 

Senator Moopy. That is pretty good authority. 

Mr. McDonaxp. Yes, sir. 

Senator Moopy. When did he recommend it ? 

Mr. McDonavp. About 1943, I think. I can get those dates. 

Senator Moopy. Will you furnish me with that / 

Mr. McDonaup. Yes. We are having prepared a very exhaustive 
legal brief on this whole subject which I should like to file with you, 
if I may. 

Senator Moopy. We will be glad to have it. It is a legal brief? 

Mr. McDonavp., It is being prepared by the attorneys. 

Senator Moopy. This is a question of policy rather than one of 
legality. There is no quest ion about the standine. 

Mr. McDonatp. It is the history of this whole thing, prepared 
from the legal standpoint. 

Mr. Battery. A legal documentation. 

Senator Moopy. I should like to have it. 

Mr. McDona.p. It gives references and so forth. 

Senator Moopy. I would be particularly interested to know what 
tax authorities have recommended this to the Congress. I am espe- 
cially interested to know what President Roosevelt said about it. 

Mr. McDonatp. All right. 

I am suggesting that we in this country apply a principle which has 
been applied, and still applies, in countries with industrial economies 
comparable to ours. 

Sweden and Switzerland have some of the finest and most modern 
factories inthe world. In those countries rate of tax-free recovery of 
capital invested in productive equipment is optional with the indi- 
vidual manufacturer. In fact, he may write off a machine in 1 year, 
if he so chooses. 

The result is that modernization, rather than obsolescence, has been 
the order of the day. 

And, gentlemen—and here we come to the crux of the matter in 
view of today’s circumstances—the depreciation policies of those coun- 
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tries have been definitely linked with, and have a direct bearing upon, 
their national defense. 

It is not mere coincidence that in all the European wars of our 
memory Sweden and Switzerland have never been attacked. Why? 
There are a number of reasons, including geography, the character 
of the people, et cetera, but one major reason is that the industrial 
plants of those countries were at all times ready for a maximum pro 
duction load. They did not have to be modernized. They were ready 

Senator Moopy. You mean that those countries would have no ‘on 
version problems at all? 

Mr. McDonavp. Practically none. 

Senator Moopy. Would have no emergency programs ¢ 

Mr. McDonavp. That is right. 

Senator Moopy. I fail to see how the Swiss or the Swedes could take 
a plant that was tooled to make a civilian item and turn off one faucet 
and start the other faucet, making jet engines. You do not mean that, 
do you? 

Mr. McDona tp. I do not mean that they would make let e Lol es, 
no; but they do not attempt to have an air force. But I did see u 
plants over there in 1945, in Switzerland—TI saw an antiaireraft gui 
and field guns being manufactured along with Diesel engines. 

Senator Moopy. I think you will find in one of our plants in Lansing, 
in my State, that you have civilian and military production moving 
along in the same plant; but J am not saying, of course, that you 
would not get a much swifter conversion, but I do not think you could 
just stop making civilian goods and start making some of the things 
that we have to have today. 

Mr. McDonaup. There has been a great advance. 

Senator Moopy. Because the adv: ance a science in the last 7 years, 
according to Secret ary linletter, has be greater than it was from 
the time of the invention of meniaielale o the end of the Second 
World War. 

I think that is an additional argument why we should modernize 

Mr. McDona.p. Yes. 

Senator Moopy. I think it is an additional reason why it is difficult 
to convert. I do not think they could convert overnight in Sweden 
and Switzerland any more than we can bere. 

Mr. McDonaup. Not to make jet engines, no, although I have seen 
very fine gas turbines made over there. 

Senator Moony. There are things that we can do. I am not con 
testing your major premise. I just wanted to point out that Detroit 
is just a little bit sensitive on the point that you cannot stop making 
automobiles today and start making something that is highly complex 
for war tomorrow. It just cannot be done. 

Mr. McDonatp. That is very true. 

Mr. Baitey. If you took a Swiss plant and did that you would have 
a better thing to work with than you have got here. We are not trying 
to do that here at the moment. 

Senator Moopy. This is all very interesting. Please go right ahead. 

Mr. McDonaup. At the time when Hitler was ready, Switzerland 
was already 90 percent prepared for war—and the German staff esti- 
mated in 1943 that for the German Army to go through Switzerland 
to Italy would cost more than 20 divisions. The modern production 
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facilities had placed the Swiss Army in a position to defend its 
mountain stronghold. 

Senator Moopy. The mountain stronghold helped, too. 

Mr. McDonatp. That is true, but they had to have the munitions 
ready to help defend it. 

Now, let us look at Germany. In_1938, to make Germany strong 
for war, Germany adopted the principle of opfional rate of recovery 
of capital invested in productive equipment. A machine could, if 
desired, be written off in 1 year. 

When the war wer: over, the United States sent over a group of 
experts to study the German machine tool picture. They found that 
at the end of the war, in spite of all the allied bombing, Germany still 
had as many machine tools in place and ready to operate as we had at 
that time in the United States. The incentive for this modernization 
and the development of new machine tools like the giant presses for 
aircraft came, to a considerable extent, from a realistic depreciation 
allowance to manufacturers. 

The secret of German produce tivity was the small shops scattered all 
over the country—in barns, in basements, in odd corners—what we 
in the United States call the alley shops. Because subcontracting is so 
essential in a defense program, these small shops are the very backbone 
of a preparedness program. And in Germany these small shops had 
the finest and best modern machine tools. Why? Because of the 
write-off provisions permitting recovery of investment under which 
they were permitted to operate. 

Now let us consider, by contrast, the United States. 

What happened in World War IT? 

Our existing machine tool facilities, through no fault of the builder 
or user, were utterly inadequate even to make a start upon full war 
production. Our country was full of old and obsolete machines. 
There was a tremendous rush to install the new ones required. 

And how was this accomplished? Tt was accomplished largely by 
relaxing, for the emergency, the provisions of regulation T. D. 1429, 
and instead of permitting manufacturers to recover their capital over 
the period of the reasonably foreseeable risk. The instrument used 
was the certificate of necessity, which permitted 5-year recovery, and 
less if the emergency did not last that long. Under certificates of 
necessity a flood of ae tool orders immediately developed— 
machines not bought by Government. but bought by individual pri- 
vately owned concerns. And, gentlemen, much the same situation, 
as you know, has sbatieiei with respect to our present national defense 
program. The difficulty, however, with this sporadic and periodic 
recognition of our unrealistic depreciation policy is that it comes too 
late for prompt and effective defense production without bottlenecks. 

The answer is so plain that it hardly needs repetition. If private 
industry is permitted to recover within the period of reasonably fore- 
seeable risk, whatever that period may be, it will, of its own initiative, 
modernize its plants to such an extent that our country will be strong 
and ready for any emergency. If, on the other hand, regulation 
T. D. 4422 remains in effect, we may expect to see merely a repetition 
of the sorry spectacle we have witnessed in the past vears- —the spectacle 
of the industrial plants of this country running downhill in time of 
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peace, followed by hectic efforts upon the part of Government to 
remedy the situation overnight upon threat of war. 

The Treasury Department has in the past shown concern at the idea 
of optional rate of tax-free recovery of capital invested in machine 
tools and similar productive equipment, because of the immediate loss 
in revenue involved. 

Senator Moopy. I do not suppose you believe there will be any 414 
billion dollars a year loss, do you? 

Mr. McDonatp. No. 

Senator Moopy. What do you think the loss would be? 

Mr. McDonarp. I would say, so far as machine tools are concerned, 
the loss could not be more than $1,200,000, because the industry will 
not reach that rate of production until possibly July of this vear. 

Senator Moopy. If there were a great modernization of the produc- 
tive facility of the country as vou picture it, as might take place under 
such an amendment, that would increase the general profitability of 
industry, would it not? . 

Mr. McDonatp. It would. 

Senator Moopy. Do you feel that it might be possible to recover out 
of the additional over-all profits of the industry a sufficient amount 
to offset what would be lost ? 

Mr. McDonap. Very definitely. 

Senator Moopy. So that instead of proposing a reduction in taxes in 
this field which would have very little chance of improving, what 
would happen in effect would be a shift of the placing of the tax so that 
the general productivity of the country and the general profitability 
of industry would be increased, is that what you are advocating ¢ 

Mr. McDonatp. Very definitely. 

Senator Moopy. Do you have any suggestions as to where this might 
be absorbed otherwise / 

Mr. McDonatp. I do not believe I understand you. 

Senator Moony. I think if you are going to propose this as a specific 
program, that it might be wise to suggest a shat within the tax struc- 
ture, the oe tax structure, of an equal amount. That is, they 
lose so much by _ anging this regulation and pick up so much by some 
other regulation, or a change in rate, so that it can be put forward as 
not a loss of revenue to the Government. 

Mr. McDonatp. I think we can do that. 

Senator Moopy. I would be interested in seeing what you come up 
with on that. 

Mr. McDonatp. Incidentally, as I refer to here, I happen to know 
that the Internal Revenue Bureau has been very much surprised at 
the amount of additional revenue that they are getting today which 
is traceable directly to the fact that the profit is being produe ed out of 
fully amortized facilities in World War II, so much so that they are 
actu: ally making a study of it. 

Senator Moopy. What you are saying is that oe fully amortized 
facilities in World War IL having been charged off in 5 years—— 

Mr. McDona.p. Yes. 

Senator Moopy (continuing). The Internal Revenue Bureau is now 
getting revenue from production that otherwise would be decreased 
by your depreciation ? 


Mr. McDonap. Yes. 
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Senator Moopy. Is that right? 

Mr. McDonatp. Yes. And the amount has been so substantial that 
the Revenue Department, I understand, is making a study of that very 
subject right now. 

Senator Moopy. That is a very interesting presentation, I must say. 

Will you proceed ¢ 

Mr. McDonatp. It has been faced with raising large amounts of 
revenue to fit mounting budgets of expenditures. It is true that at the 
beginning there would be a loss of revenue to the Government; but 
bear in mind that over the years there could be no net loss, because all 
that a company can recover, in any event, is the actual cost of the 
equipment. The billions of dollars of facilities written off in World 
War II are today producing large amounts of added revenue for the 
Treasury because there are no ch: urges against this revenue for de- 
preciation or amortization. 

Once the equipment is written off, then money which under the 
present system is deductible as depreciation allowances would instead 
go into taxable net profits. As liad accelerated the amount 
of taxable net profit should increase, because new and better equip- 
ment would add to the over-all productivity of the United States; 
and real wealth is based upon productiva ity. The surest way to create 
taxable income is to improve productiv ity—and the most direct road 
to this result is the adoption of the principle of optional write-off. 

I might add, incidentally, that it is hoped the machine-tool industry 
will be operating at an annual rate of $1,200,000,000 some time this 
year. If the entire output at that rate were written off in 1 year it 
would only be $1.200,000,000, and 90 percent of that output today is 
undoubtedly represented either by Government buying or by 5-year 
amortization under certificates of necessity so there would be very 
little net loss of revenue immediately. 

We think nothing today of spending a billion dollars for a landing 
field in Greenland. 

Senator Moopy. A billion dollars? 

Mr. McDonap. That is what I read in the papers. 

Senator Moopy. What papers did you read that in? 

Mr. McDonatp. It has been in all of the papers. 

Senator Moopy. You are sure it is not a typographical error, a bil- 
lion dollars for one landing field ? 

Mr. McDonavp. One billion for one base in Greenland. 

Senator Moony. Some can find some pretty fantastic ways to spend 
money, but I do not think they are that good. 

Mr. McDonavp. I understand it is under investigation right now. 

Senator Moopy. If there is any truth to it, there ought to be an 
investigation. 

Mr. McDonatp. But of what avail will be our landing fields if the 
plants of this country are not equipped with the modern machine tools 
required to produc e the necessary planes and other weapons of defense ? 

The United States now has an annual budget of approximately 
$85 billion; and further tax increases are proposed, as they Say, “to 
make this country strong.” I say to you that the new tax provision 
which I have suggested would make this country strong at a cost of 
only a fraction of the new taxes proposed. The solution is not the 
imposition of higher taxes—the solution lies in a depreciation provi- 
sion which would require the Bureau of Internal Revenue to relinquish 
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its stubborn adherence to a policy that is consuming the industrial 
might of America. 

There is another evil in the present system which is definitely alarm- 
ing. Today most of the machine tools being built for our national 
defense program are bought by the Government, or under Government 
direction and control. If we continue the Bureau of Internal Revenue 
regulation which discourages the purchase of machine tools by private 
companies, and at the same time maintain the indicated rate of Gov- 
ernment procurement, the time will not be far off when two-thirds of 
the modern machine-tool equipment of the United States will be owned 
or controlled by Government. The most ardent Socialist planner 
could not have devised any scheme more perfect for his purpose. Do 
we want a country in which Government, rather than private industry, 
has in its hands the very key to the ownership of our whole industri: al 
system ? 

And consider the situation of the machine-tool industry itself, 
Due to the impact of TD-4422, plus the postwar sale of Government- 
owned machine tools, our industry has reached, in 1949, the lowest ebb 
in over a decade. At the time of Korea, we were turning out fewer 
machine tools than we were 10 years before. Then suddenly, after 
Korea, with our plants scaled down, with many of our trained men 
gone, and with our finances depleted, we were expected overnight to 
more than quadruple our rate of output. 

Gentlemen, this cannot be done overnight. If this country is to 
remain strong, if its facilities are to be modern and efficient, the 
machine-tool industry must be kept operating at a certain velocity, 
with its facilities in place, and with a trained labor force. 

With 'TD-4422 replaced by a provision permitting optional write- 
off, I believe that machine-tool orders from private industry would 
maintain’ the required velocity in the machine-tool industry. The 
sudden spasmodic and terrific efforts which are imposed upon us fol- 
lowing periods of severe depression would be a thing of the past. In- 
stead of Government spending taxpayers’ money to modernize indus- 
trial plants, private industry would spend the money, which would 
be generated out of the increased efficiency and productivity of the 
new equipment purchased. Instead of Government owning and 
storing stockpiles of machine tools in warehouses, idle and subject to 
obsolescence and waste, the met: ulworking manufacturers of the coun- 
try would create a vast active working reserve of machine tools in their 
own plants. 

The effect that optional write-off provisions would have on the 

capital goods industry of the United States and upon plant modern- 

ization has been rec ognized by the Treasury. In January 1950 a pro- 
posal such as I have “made tod: ay was submitted to the Treasury De- 
partment. At that time, Mr. L. L. Ecker-Ratz, legislative counsel 
for the Treasury, said in substance that if at some time in the future 
the capital goods industry of the country needed to be stimulated, it 
might be useful. 

Senator Moopy. That is an interesting statement. 

Mr. McDonaxp. It is. And I was the one that presented the plan to 
Mr. Ecker-Ratz. 

Well, the need for stimulating the country’s capital goods industry 
cert tainly did come. It came with Korea. But instead of adopting 
the means which the Treasury’s own counsel had stated would oper- 
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ate toward this end, the Treasury chose to retain TD-4422, which 
discouraged private buying of capital goods, and let the emergency 
be met instead to an unnecessary extent by Government spending of 
taxpayers’ money. Gentlemen, this is indeed poor economy. 

Now, your committee is concerned with small business. The 
machine-tool industry is small business. 

Senator Moopy. Under the circumstances, you are not criticizing, 
are you, the effort by the Government to move tools in as r apidly as 
ossible 2 

Mr. McDonarp. No, I am not. 

Senator Moopy. Would you have felt it wise for the Congress to 
have amended the pee Production Act along the lines of the pro- 
vision in World War IL which allowed direct purchase of machine 
tools and direct bul 1 linge of plants by the Government when they 
could not be fi anced pr ivate ly? ¢ 

Mr. McDonatp. When they could not be financed privately ¢ 

Senator Moopy. When the » people whose job it aaa ee to do it felt 
that they could not take that risk and, therefore, were not doing it. 

Mr. McDonatp. Senator, I think when there is a real emergency 
anything which Government does is correct. 

senator Moopy. If they do the rig rhi thing 

Mr. Me Don ALD. Well, if it t he ‘Ips LO solve the energency, 

Senator Moopy. That is right. You mean that you do not feel that 
ve should let the desire to have this done by private industry, stand in 
the way when we need e Xp2us 10h ¢ 

Mr. McDonatp. No, sir 

Senator Moopy. That is my position and was last vear. TI have been 
very interested in these last couple of days to aii ar these machine-tool 
men sav that if the Government had been able to go in and do what 
they did in the Second World War that it would have substantially 
increased the produet ion ot machine tools. 

Mr. McDonatp. I think it would have. because of the condition of 
the industry at that time. 

Senator Moopy. That is right. Your contention here today is that 
the industry should not have been allowed to get in that situation. 

Mr. McDonarp. Exactly. 

Senator Moopy. It was placed in that situation by this regulation 
largely? 

Mr. McDonatp. Very largely. 

Senator Moopy. But having been placed in that situation you feel 
that in that case the Government should have been allowed to take the 
action it did take during the Second World War? 

Mr. McDonatp. I think so. 

Senator Moony. I agree with you. I am sure you do not want to 
socialize the country, and I certainly do not want to socialize the 
country. I think that it is a very dangerous thing to have people going 
around shouting about necessary actions being a process of socializing 
the country. 

Mr. McDonatp. So do I. I think our language is altogether too 
loose. 

Senator Moony. I do, too, because then if anyone really tried to do 
it there would be so much howling of “wolf” it would seem just like 
that much more. 

Mr. McDonanp. Yes, sir, that is right. 
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Senator Moopy. I have been in the Senate only about a year, but I 
have been here for nearly two decades, and I have not seen anybody 
in a really powerful position in Congress or a really influential posi- 
tion in the White House or in the tops of the agencies, men like Bill 
Knudson in the last war and Charlie Wilson in this, whe have any 
socialistic notion at all. 

Mr. McDonaxp. I agree with you. 

Senator Moopy. I am glad to hear that. 

Mr. McDonaup. There are single corporations in the United States 
that do more business than the entire machine-tool industry. I am 
making my plea to you today particularly, on behalf of these small 
companies and still smaller businesses. I am talking also about the 
little machine shops employing anywhere from 5 to 20 men; family 
businesses, where the boss is the proprietor and even works in the shop 
himself, as well as running the business. 

It is the hundreds of small enterprises like this that are the back- 
bone of our American system of competitive enterprise. And in the 
metalworking field, it is the thousands of small machine shops upon 
which we must rely for the subcontract work necessary to attain the 
full volume of national defense production. 

I might interrupt myself there to say that when we started out with 
the subcontracting program we had 89 subcontractors. Today we have 
about 15. We have them scattered in all of the small shops around 
Cleveland. They could not do the work today as I will show right here 
as we go along. 

What is happening i in these small shops today? They are having 
difficulty in getting subcontract work, such as they got in the last war. 
Small machine shops could meet specifications with respect to much of 
World War II work, but in many cases they cannot do this with de- 
fense work today. For while defense work is requiring more accuracy, 
their machine tools have been wearing out and losing accuracy. These 
small shops would like to buy new machine tools; but in view of the 
penalties imposed by TD-4422, and the uncertainties even under a 
fixed 5-year amortization, they hesitate to spend the necessary amount 
of their earnings after taxes in a venture in which the risk extends far 
beyond the reasonably foreseeable future. 

Senator Mcopy. I think you have made a splendid case here. I am 
wondering, however, if the 5-year amortization in the present mobili- 
zation is not a pretty generous prov ision, and if it does not go a long 
way toward meeting the situation that you are trying to attain. 

Mr. McDonatp. Senator, I do not believe so. 

Senator Moopy. You do not? 

Mr. McDonarp. No; because there is very considerable question 
particularly on the part of small manufacturers today as to whether 
they will have thee arnings against which to charge the amortization 
that is allowed. 

Senator Moopy. If you do not have them ? 

Mr. McDonaxp. In other words, they question—— 

Senator Moopy. If they do not have them in 5 years, how would 
your amendment do any good ? 

Mr. McDona.p. They “would charge it off immediately, that is, the 
small shops. 

Senator Moopy. Against what? 
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Mr. McDonavp. Against the immediate revenue that they can get 
out of the subcontracting, in other words. 

Senator Moopy. You mean, I take it, that while they have the earn- 
ings this year, they may not have them in 5 years, is that what you 
mean ‘ 

Mr. McDonarp. Yes, that is right, over the whole 5-year period. 
And some of these smaller machine tool companies question right now 
whether the peak of this defense effort is not over. 

We have had these cancellations and cut-backs, and they question 
whether the facility that they perhaps installed last year by 1953, late 
in the year, thes may not be again operating down here in the valley 
with no income. And then the amortization does not mean a thing to 
them. 

Phere is considerable question and pressure among those companies 
tod: ay to request Congress to give to the manufacturers again the ac- 
cording privilege that they had in World War II. 

Senator Moopy. The according privilege? 

Mr. McDonaup. Referred to as the according privilege. That is 
where the entire cost of the facility is recovered over 5 years or less. 
If the emergency does not last that long, or the use of the facilities is 
not needed for that period. 

Senator Moopy. Yes, I understand that. 

Mr. McDona.p. I urge you, therefore, to reverse the creeping obso- 
lescence which threatens our productivity, to encourage moderniza- 
tion, to implement our defense program, to keep ownership of the 
tools of productivity within private industry rather than in Govern- 
ment, to maintain the machine-tool industry at the level required for 
national protection, and, above all else, to enable small businesses, the 
country over, to proceed with confidence in getting the new equipment 
which they need—outlaw Regulation TD- 1422, and supplant it with 
a tax provision which permits an optional rate of recovery of capital 
invested in productive equipment. 

Senator Moopy. Mr. McDonald, I must say that this is not only 
highly interesting, but it is a very intelligent approach to this thing. 
certainly, for the machine-tool industry and quite possibly for the 
country. 

I am wondering whether you can make available to the committee a 
number of copies of your statement ? 

Mr. McDona.p. Yes. 

Senator Moopy. And also whether you will make available two 
copies of the brief ? 

Mr. McDonap. The brief is being prepared. It will be 2 or 3 
weeks before that is ready. 

Senator Moopy. I am not enough of an expert on the tax laws to 
know whether there may not be objections that have not occurred to 
me and to you. I think this is deserving of extremely serious con- 
sideration, and so far as I am concerned I am going to give it that. 

Mr. McDona.p. I am concerned for the machine-tool industry, too, 
because there are all kinds of plans being proposed now to see that 
this industry is kept operating at a level which will give it the velocity 
needed in a period of emergency. I am afraid that some plan will 
start that keeps this industry under control from now on. 

Senator Moopvy. Under control of the Government, you mean? 
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Mr. McDonaxp. Under control of the Government, yes. I think 
these shadow plants, or whatever have been suggested are very good. 
I think you need those. 

Senator Moovy. You are speaking now of the parallel plants for 
the long-time build-up of our military “neg come 

Mr. McDonaxp. For long lead items, yes, but I say that beyond that 
we do not need any stoc kpiling of machine tools. ‘The best stockpiling 
you can get is an active stockpile working. 

Senator Moopy. Certainly this deserves very serious consideration. 
As I say, Ln: iturally will not be re: acy to mi we a declaration on it one 
way or the other without having studied it, but I certainly think it is 
very interesting. We will give it some attention, I assure you of that. 

Mr. McDonap. Thank you. 

Senator Moopy. May I ask a few questions about your current ex- 
periences ¢ 

Mr. McDonap. Yes, Mr. Bailey can probably answer most of them. 
He has them right at his finger tips. 

Senator Moopy. Will you describe briefly the type of machine tools, 
Mr. Bailey, that your company produces ¢ 

Mr. Barry. We make nine sizes of turret lathes with their tools 
and attachments, three sizes of multiple-spindle automatics, four sizes 
of tapping machines, and one size of single spindle automatic, a total 
of 17 sizes spread over the four types. 

Senator Mcovy. Do you make, also, parts and tools for other ma 
chines ¢ 

Mr. Battey. In addition to that, let me just cite what we manu 
facture. 

In addition to that we manufacture earth-moving machines in a 


separate plant, and we have a weaving machine, which is a loom, a 
pin drafter which is the yarn processing machine in two avian, what 
is called a converter, which is for cutting synthetic staples. In other 


words, there are four textile machines and one earth-moving machine 
which are separate from the machine-tool business. 

Is that what you meant / 

Senator Moopy. Yes. 

Mr. Batney. I might add that on the machine tools about one-third 
of our production covers the tools and attachments that I referred to. 

I think I might also add, because it will come up later, that during 
World War II, we manufactured turret lathes only. 

Senator Moovy. Turret lathes only ? 

Mr. Baier. In seven sizes as compared with nine now. 

Senator Moopy. You have on your pay roll now how many em- 
ployees? 

Mr. Batrtey. At the moment we have about 3,150. I have figures 
here, July of 1950, we had 1,584; January 1 of this year, we had 3,019, 
and we expect to have 3,500 by the end of the vear. 

Senator Moopy. I see that you employed 6,200 in 1945! 

Mr. Battery. That is correct. 

Senator Moony. How does your production now coma (a) 
with production in 1950; and (b) with vour production in 19434 

Mr. Battery. In June of 1950. it was 32 machine tools a month which 
Was our production. 
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Senator Moopy. What is it now? 

Mr. Batrry. Your next question now, in the month just finished we 
shipped 213 machine tools. 

Senator Moony. That is seven times increase ? 

Mr. Battery. That is right. 

Senator Moopy. What was your capacity in 1943 ? 

Mr. Battery. The capacity in 1948, 700 machines a month. We had 
. couple of months when we shipped 750 in the middle of 1943. 

Senator Moopy. Are you operating at full capacity now 4 

Mr. Baitey. We are operating at full capacity with some poten- 
tial for additional production—I mean, we are doing everything we 
can do. I think I should add that in 1943 we had considerably more 
plant than we now have. 

Senator Moopy. What happened to the plant? 

Mr. Battery. It was leased property and turned back to the people 
that owned it, plus, also, a large amount of machine tools that were 
owned by the dow rnment and turned back to the Government. 

I would like to point out one thing, if I may, that by the time we 
had reached 1943 we had been at this thing much longer than we have 
to date, because we were producing, in 1939, 80 machines a month, and 
we got up by the end of the middle of 1941, which is about a compa- 
rable period of time, to 300 machines a month. We were running at 

higher level, and we obtained somewhat higher level by the same 
length of time. 

Senator Moopy. You went back some in June 1950; you were only 
producing—— 

Mr. Bairey. An average, 3-month running average in the middle 
of 1950 was 32 machine tools a month, spread over all of the sizes 
that I read. 

Senator Moopy. I can well imagine why you are interested in 
changing this regulation. 

Well, now, how far does your backlog of tools extend in terms of 
delivery ? 

Mr. Baitry. We have at the present time—this is actually a few 
days old—for all practical purposes, 2,982 machine tools on order 
Senator Moony. Two thousand nine hundred and eighty-two? 
Mr. Battery. Two thousand nine hundred and eighty-two, yes. 

Senator Moony. That is nearly 3,000. 

Mr. Battery. Yes; that is right. 

Senator Moopy. And you are making them at the rate of slightly 
over 200 a month. That would mean at the present rate it would be 
something less than 15 months; is that correct ? 

Mr. Battery. That is correct, but if you take the projected machine- 
tool schedule which we are working on and charts and expect to at- 
tain, you come out—I have broken it down into types of machines— 
into the following, ram-type turret lathe, 12 to 13 months; saddle- 
type turret lathe, 13 months; multiple spindle automatic, 11 months; 
single-spindle automatic, about 914 months; and tapping machines, 
7 months. That is our backlog for types of machines. 

Senator Moopy. Have you been urged to increase your capacity to 
the maximum ? 

Mr. Battery. Well, I guess we have been urged. We have also done 
everything .we can do. 
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Senator Moopy. How many shifts are you operating? 

Mr. Battery. Three shifts. 

Senator Moopy. Three shifts a day? 

Mr. Battery. We operate three shifts. The machine tool is full on 
the first shift and runs about 80 percent second shift and is about 80 
percent of the first shift; and the third is about 65 percent of the first 
shift. 

On assembly operations, we are running on the first shift with about 
a second shift which is about 25 or 80 percent. of the first shift; in 
other words, we do not need it. You can add assembly people during 
the day, but you cannot add machine operators in excess of the ma- 
chines. you have. In other words, we will be able to do, or even, as a 
matter of fact, at the time we were producing 750 machines a month, 
this 6,000 payroll that we had, we had a very small third shift on 
assembly, because you can get a lot of people in this room to do assem- 
bly, but probably only one-half dozen machine operators in this room. 

Senator Moopy. So you have to doa great deal more machining? 

Mr. Battery. In other words we are running as full on the first and 
second and third shifts as there is any sense in running. What you 
can assemble depends upon the parts that have been manufactured. 
And we can assemble them. 

Senator Moopy. Your bottleneck consists of the components of your 
own machine. And you make those as fast as you can and assemble 
them as you make them 4 

Mr. Battery. That is it. 

Senator Moopy. Do you have trouble getting skilled labor ? 

Mr. Battey. We have not. been able to vet any skilled labor. LT would 
say. 

Senator Moopy. What do you mean / 

Mr. Bary. We probably obtained about as many skilled people 
over the last year and a half or two years as we have lost of skilled 
people. All of the other people have been completely unskilled. 

Senator Moopy. Do they do a good job for you ¢ 

Mr. Baitey. In time. 

Senator Moony. How long does it take to train them ? 

Mr. Battery. We put in our shop pretty nearly 1,000 people in the 
last half of 1950. Our over-all efficiency dropped in the ratio of 90 to 
57. You say can we use them? Sure, we can use them. At that mo- 
ment we were getting only a little more with more than double the 
number of people than we got originally. Now we have got that back 
up now toa figure of 83 to compare with that. In a period of time you 
teach the people a new training. 

Senator Moopy. There is a shortage of trained people in this line? 

Mr. Baitey. Absolutely. 

Senator Moopy. The people from Cincinnati said they were having 
trouble. 

Mr. Battery. We recognize that. Our situation, whether it is worse 
than Cincinnati, we do not know, but in the start of this thing we 
recognized in August of 1950 that we would have to build up with un- 
skilled people. We had much the same situation in the previous war, 
except that by the time we were actually in the war, we had quite a 
sizable trained force. And in 1939 we were able to get a lot of skilled 
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people, and a very much higher caliber of skilled people. It is not 
just people. It is the -aliber. 

Senator Moony. Were you able to get them in 1939, but cannot get 
them now? Miby is that? , 

Mr. Bamry. Because you had people looking for work in 1939. 
You do not Sa e people looking for work in Cleveland who have : any 
skill. 

Senator Moopy. In other words, since 1939 the general production 
of the country has moved up so far and our ability to distribute our 
goods has improved sufficiently so there is a demand for the skills that 
are available? 

Mr. Baitey. It at least applies to the city of Cleveland. You said 
the country. Iam not going to venture into that. 

Senator Moovy. There are 61,000,000 people working, roughly, in 
the country now. We are having some difficulty in the State of 
Michigan and some other areas because of cut-backs, but that is largely 
because of the great mass of industry out there. 

Mr. Baier. And the great mass of labor which is relatively un- 
skilled except on the job they have been doing. 

Senator Moopy. As a matter of fact, there are certain kinds of 
highly skilled labor that are scarce in Detroit, even though there is 
a substantial amount of unemployment. 

Mr. Battery. Yes; that is correct. 

Senator Moopy. It is a very vigorous recommendation, I might say, 
for an extensive vocational training program, it would seem to me, 
by somebody. 

Mr. Battry. Yes. When you have to make sure that your high- 
school graduates before you put them in the aoe an read a scale and 
figure fractions and know what a decimal is, I think we need some 
more training before they go to work. And I am not exaggerating. 

Senator Moony. Those are graduates from the Cleveland high 
schools, are they ? 

Mr. Battery. Yes, sir. 

Senator Moopy. Not of the Detroit high schools, at all. 

Mr. McDona.p. Do not be too sure. 

Mr. Baitey. I do want to make a point, that is, that you have not 
only a problem of skilled people, but you have a prodlem of getting 
people of a caliber who can learn skills. And if you have a tight labor 
market you will have that problem. 

Mr. McDona.p. That is particularly true of the machine-tool in- 
dustry, because you cannot get a man who can just come in and push 
and pull levers. You have got to use a little intelligence in what he 
is doing. 

Mr. Battey. The average machine operator in our plant has to 
change the job he is doing once, at least, every day. 

Senator Moopy. I do not suppose you are advocating unemploy- 
ment ¢ 

Mr. Battery. No; I am not. 

Senator Moopy. I might point out to you, that if you had unemploy- 
ment then you would not have the demand for your products and you 
would not need any skilled men. 

Mr. Battey. I am not advocating unemployment. I will go back 
to Mr. McDonald's theory, however, that if instead of 600 productive 
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workers in the middle of 1950, we had had 1.000 our problem of intro- 
ducing another 1,000 people would have been about one-half as great, 
because you woul | hi ave he acd a bigger proportion of skilled or trained 
people, let us put it that way. 

Senator Moopy. Natur: lly , you want as many skilled people as 
you can get. 

Mr. Battery. Yes, sir. 

Senator M MODY, Th at i a recommendat li n for people to train the mm 
selves as they grow up. 

Mr. Baitey. That is right. 

Sonator * Moopy. The inerease in production din ne the early 1940's 
was greater in output, was it not, than at the present time? I am 
wondet ring why in general there seemed to be a considerable delay 
in getting under way after Korea. 

Do you have any statement to make on that ? 

Mr. Baiteyr. I do not think there is any greater period of getting 
under way in our case. We did start from a higher level. We went 
in 1 year from 80 iiaina units to 200 units a month. 

Senator Moopy. You are speaking of when? 

Mr. Batmry. 1939 to 1940, that is when it beean. 

Senator Moopy. From 80 to 200? 

Mr. Barry. From 80 to 200. And in the following year we went 
to 300. And the following year we went to 400. And by June of 
1943, we had it up to 700. 

Senator Moopy. What is your record this time? Again it was June 
of 1950? 

Mr. Batter. Thirty to 112. 

Senator Mcoopy. When was it 112? 

Mr. Battery. June of 1951, in other words, 1 year. 

Senator Moopy. I see, 112. 

Mr. Baitey. In June of 1952, my estimate is 225. We got 215 last 
month. I think we will get to 225. 

I estimate, and you may not like this statement, if the incoming 
orders justify continuing increasing the schedule, it will be 300 by 
the middle of June 1953. That is a serious question there. We are 
planning to go to 250. 

Senator Moopy. Why should I not like your saying that? I do not 
quite follow you. 

Mr. Baiwey. Everybody says that there is an unlimited demand 
of machine tools, and some of the machine-tool people are beginning 
to have a little doubt in their eye. 

Senator Moopy. I do not believe there is an unlimited demand for 
machine tools. I believe there is a very urgent present demand for 
them. 

Mr. Battery. There is no doubt about it. 

Senator Moopy. You understand that the failure to get faster de- 
liveries is holding up the production of the crucial items in our mili- 
tary programs? 

Mr. Battery. Yes. 

Senator Moony. It is one of the factors. 

Mr. McDonatp. One of the factors; yes. 

Mr. Battey. It is one of the factors which I would like to express 
myself as saying I think is somewhat overemphasized. 
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Senator Moopy. You do not think it is important 

Mr. Bamey. I think it is important. I say it is overemphasized in 
relation to some other factors. 

Senator Moopy. What other factors? 

Mr. Bary. The problem of getting things into production which 
can always be blamed on machine tools. 

Senator Moopy. You mean general industrial processing? 

Mr. Baury. Sure. It takes time to get where you use all of the 
tools that get ordered. 

Senator Moopy. Another factor was testified to, the fact that in 
1946 and 1947 and 1948 the Congress cut back the appropriation for 
research and development of airplanes, so that at the present time 
they are having to go through the industrial processing at the same 
time they put the B-47 into production. That is a great handicap 
in production, of course. It was something that was done in the name 
of economy, it is but proving very dangerous economy today. 

Mr. Baitry. I do not want to be misunderstood: You may have 
certain types of machine tools. I will say the same thing that I said 
when I was running a board down here in 1941 and 1942—who is the 
guy that is actually held up at this moment? We are making some 
of every machine this month. He is more important than somebody 
else. Give us the mechanism to give it to him. Let us give it to 
him. 

Mr. Noone. Do you have that mechanism now ? 

Mr. Baimrry. No. 

Mr. Noone. Do you know who needs it more urgently ? 

Mr. McDonatp. We know. 

Mr. Barry. I am inclined to think we know it better than the 
mechanism will allow us to operate under. In other words, if there 
is an over-all shortage of turret lathes, that is the thing you are 
interested in. 

Mr. Noone. I gather there is. 

Mr. Barry. If there is an over-all shortage is it a shortage now or 
is it a shortage in prospect ? 

Senator Moopy. What do you think? 

Mr. Baitry. I do not think it is very serious. 

Senator Moopy. You do not think it is very serious in prospect or 
now ¢ 

Mr. Bartry. In prospect or now, either one. If so, we would have 
a lot more pressure from people. I know that is contrary to a lot of 
things that have been said, but I want to say it. 

Senator Moopy. We had the gentlemen who directed the production 
of these, particularly jet aircraft engines, before the committee from 
Buick, General Electric, Pratt-Whitney, and other witnesses who lay 
it on the shortage of machine tools, among other factors, but this is 
the principal one, the fact that they were way behind schedule. That 
is the reason we want to find out. 

Mr. Barry. Machine tools are way behind their promise dates or 
the original dates that were set up by the airplane manufacturers ? 

Senator Moopy. Say that again. 

Mr. Baitry. Are they way behind the promised dates by the machine 
tool builders? In other words, are they falling down on deliveries 
or are the dates that are promised too late for their schedule? You 
said they were way behind. 
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Senator Moony. Of course, the situation varies, but the answer is 
both. 

How about your own schedules; are you up to schedule? 

Mr. Bartry. We are making delivery promises. 

Senator Moony. You are? 

Mr. Batney. Yes. 

Senator Moony. Congratulations. All of you fellows are not. 

Mr. Baitey. That is true, and IT would grant there is a period of 
some 6 or 9 months ago when we did not. 

Senator Moony. Have you phased back your schedules so that they 
are easier to meet ? 

Mr. Battery. We schedule what we hope to make. We did not make 
it. But, sure, we have adjusted; not having made it, we have had to 
adjust those schedules, so that we do not come up to the time when 
we promised a machine in January and then tell the fellow he will 
get it in March or April. But as to our schedule the promises which 
people now have on their machines, and for the last 6 months, we have 
met all such promises with very few exceptions. That is the first 
thing that a steitaction man needs to know, when is he going to get it. 

Senator Moony. He wants to know when he will get the mac - ne 

Mr. Battry. Because he does not know when he is going to get it, 
when does he ask for it. He asks for it early. 

We are running, in other words, over-all, on about a 12-month back- 
log. including all orders placed at the moment. That is what it 
amounts to. 

Tapping machines are less than that, but so much the better. 

Senator Moony. Are you building a new plant ? 

Mr. Battery. We are building a new plant. You have not asked 
me one question that I expected. What about subcontracting 4 

Senator Moony. I was about to ask that. 

Mr. Batrtry. Because I think that comes in first. 

Mr. McDonald spoke about subcontracting which we began in Octo- 
ber of 1950 on a bits-and-pieces basis. In other words, we placed 
parts out to be manufactured either completely or in part and to get as 
much stuff started and under way as possible. Mostly, in fact, entirely 
on small parts, leaving us free to concentrate on the larger parts that 
had to bi those schedules. 

By January of 1951 it was obvious that we should concentrate on 
the turret lathes as much as possible. 

In February of 1951 we placed contracts for building all of 
tapping machines complete with outside supliers, with two different 
Sup pEes. They got into production on the smaller machines in about 

S months and on the larger machines—all of the tapping machines— 
inside of 8 months. 

So that since last October we have been shipping from 20 to 30 
tapping machines a month completely built on the outside 

Senator Moopy. On those machines that you get from the outside, 
do you sell them at the same price as if you made them yourself ? 

Mr. Barry. On the tapping machines we are selling them at the 
same price as we would charge if we made them ourselves. 

Senator Moopy. You are? 

Mr. Batury. Yes. 

Senator Moony. Is there a substantial margin of profit on that for 
your own company ? 
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Mr. Bamxy. None. It means practically no profit in them—it 
means that. 

Senator Moopy. Do you have to do servicing of those machines? 

Mr. Battry. Yes. 

Mr. McDonatp. Yes. 

Mr. Battery. As a matter of fact, we bring them to our plant. We 
give them a final inspection. We ship them. We sell them. We 
service them. There is no blame on anybody because of the subcon- 
tractor. It is our responsibility. Those machines are priced the 
same, 

I noticed you used earlier the term Harris-Seybold. We placed 
a contract with them in February of last year. 

Senator Moopy. I noticed that on the list of your subcontractors. 

Mr. Baitey. That was for making the 1-AC which is the chucking 
machine, the chucking automatic, complete, on which they began 
deliveries in November of last year. They are making that complete 
except for certain operations that they cannot perform which we 
perform for them. So that they are making 18 of those machines a 
month. They have not reached the 18 yet. They shipped 15 last 
month. 

We have had to go up on the price of that machine in order to 
maintain a break-even position. We have had to go up on the price 
above what we would normally charge if it were made in our plant. 
We did not come within probably $3,000 per machine of what we 
would be allowed to go under the formula. 

Senator Moopy. Under which formula ? 

Mr. Baitey. The formula on subcontracting machines. In other 
words, we could move up in relation to the increased cost of the 
machine. We have not gone all the way. We have gone far enough. 
And because of certain limitation on what we could charge of machines 
already sold we worked out an arrangement with them where on a 
contract of 269 machines they come out all right and we come out all 

right. I do not think it adds anything to our over-all profit. 

We still buy all the material and still ship and still inspect, and we 
will sell and we still service those machines with a very narrow margin 
of profit to us. And our price to the customer, in fact, we have 16 
percent margin over what we pay them and what we pay for the 
material and what we get from the customer. 

Senator Moopy. What is that again? 

Mr. Battry. A 16-percent margin over what we pay. We buy the 
material and furnish it to them and then we pay them for building 
the machine. The difference between that price and the selling price 
is 16 percent on the selling price. In other words, we have 16 percent 
to work with. 

Mr. McDonatp. Sixteen percent over the equivalent of the factory 
COSL. 

Senator Moopy. How much is the selling price of that machine? 

Mr. Battery. It is now $18,000, It is costing us, on the basis of 
what we pay for material and pay to them, $15,000. We buy the 
material which costs us money; we furnish that amount of cash to 
operate it; we inspect the machine; we ship the machine; we sell the 
machine: we service them. We could go to $21,000 on that machine, 
so far as regulations are concerned, but we are now at least $3,000 above 
what we would price that machine for if it was built in our plant. 

















MACHINE-TOOL SHORTAGES 547 


Senator Moopy. How about these other machines that you say you 
were selling at the ceiling price? 

Mr. Bartey. I have not said that. 

Senator Moopy. At your customary price, I mean. 

Mr. Battery. We have about the same type of margin there. 

Senator Moopy. Could you give the committee a little breakdown 
on that price-cost structure ? I have a reason that does not relate to 
your company. I would like to compare it. 

Mr. Baier. I do not quite know what you mean. 

Senator Moopy. Could you furnish Mr. Noone two or three typical 
examples of your cost-price structure when you have subcontracted 
various machines? 

Mr. Noonr. The items that go to make up — dein wate factor. 

Senator Moopy. I do not mean in detail. JI mean just generally. 

Mr. Batty. I do not know quite what you mean. This AC machine 
is costing us $15,000 on what you would norm: lly Ci call the factory cost. 
We are selling it for $18,000 

Senator Moopy. There was another machine. 

Mr. Baitry. The tapping machine. I do not know the figures well 
enough. ‘They are spread over a group of machines. I know that we 
did not have or did not feel that we needed to go above what we would 
charge if we made it in our plant. 

Senator Moopy. How much do you charge generally for that 
machine ? 

Mr. Batter. I will take one tapping machine which we sell for 
$7,250. We are paying the contractor around about $4,100. We are 
furnishing about $1,000 worth of material. 

Senator Moopy. That is what you would do if you were selling it 
yourself ¢ 

Mr. Bautry. If we were making it ourselves, it would cost $1,000 for 
the material and $3,000; in other words, we would have a $4,000 fac- 
tory cost against our $7,250 selling price, made on the outside, doing 
the same things I spoke of before. We have reduced our margin, but 
that probably brings us out with a slight over-all profit after every- 
thing. Would you say that is right? 

Mr. McDona.p. Yes; that is right. 

Mr. Noonr. Where is your new plant to be located ? 

Mr. McDonatp. At New Philade Iphia, Ohio. 

Mr. Noonr. When will that be in oper: ition ? 

Mr. McDonap. We hope to have it so that we can start in selling 
machine tools about the Ist of September. 

Senator Moopy. You will make what there? 

Mr. McDowna.p. Bits and pieces and parts that will be brought to 
Cleveland to be assembled. 

Senator Moopy. It will make your assembly faster along the line 
you were speaking of a little while ago? 

Mr. McDonatp. That is right. 


Mr. Baitey. I do assume—and I so state—that with that plant in 


operation and really furnishing something which will not reach even 
a reasonable point for a year—Il mean as to volume and to cost, 
and so forth—it increases our capacity to build machine t wale ibout 


50 machines a month. In other words, we can still better ut . some 
things which we have—some other sources of subcontracting. In 
other words, that is the next step that will go on. 
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We have as a total of subcontracting what we figure equals about 
a working factory force of about 650 people doing work for us. 

Outside of the complete machines we also have certain units of 
machines made—a lot of standard tools, and so forth. 

Senator Moopy. Well, thank you very much, gentlemen. 

That concludes the record. The committee will stand adjourned. 

(Whereupon, at 12:40 p. m., the subcommittee adjourned.) 





| 
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THE BuLiArp Co., 
Bridgeport, Conn., April 15, 1952. 
Hon. BLArs Moopy, 
Chairman, Subcommittee on Mobilization and Procurement, 
Select Committee on Small Business, United States Senate, 
Washington 25, D. C. 

DEAR SENATOR Moopy: Mr. Hayes and I appreciated very much the opportunity 
which you gave us to appear before your subcommittee, when we endeavored to 
give you a clear summary of the many phases of the defense program which have 
affected us in our operations during the past 21 months. We hope that the in- 
formation which we have submitted to you will be of assistance to your sub- 
committee in the work which you are doing pertaining to the machine-tool 
situation. 

We realize, particularly in view of the reasons which you have expressed, that 
the contract which we held for subcontract for the manufacture of our 42-inch 
Cut Master vertical turret lathe by Fisher Body Division, General Motors Corp., 
earries considerable significance in respect to the current status of the defense 
program, and we had hoped that all of the details pertaining to this particular 
phase were clearly explained to you. 

For this reason, we were considerably disturbed to note in the transcript of 
the record of hearing of the subcommittee on April 2, 1952, a statement reported 
as having been made by you, which indicates to us the necessity of clearing the 
record in respect to the amount included as estimated profit in our quotation of 
price to the National Production Authority. This quotation or proposal was 
submitted to the subcommittee as exhibit I of Mr. Hayes’ prepared statement 

The statement to which I refer appears on pages 785 and 786 of the record of 
the hearing of April 2, and you will note is to the effect that such price “incIndes 
a profit of $14,358 to the Bullard Co. on each machine.” Also, that the “Bullard 
profit was the difference between the estimated cost of manufacturing these tools 
by General Motors of $75,300, and the selling price for the too!s that Fisher 
Body Co. makes, $89,658,” and that the policy of Bullard is to take “its own profit 
and aiso 2 profit on the Fisher tools.’ 

This misconception with reference to our estimared profit mav very well have 
resulte:] from the fact thet on page 680 of the transcript of the record of the 
hearing of April 1, 1952, it is recorded thut Mr. Haves answerer! “Yes” to a two- 
pronged question, which you had asked of him, and which is recorded as follows: 

“And you ordinarily sell the product for $36,947, leaving a profit of $18,958 per 
machine, or roughly $14,000 per machine; is that right?’ 

I have discussed this with Mr. Hayes, and he states that he realized at the time 
that the answer was not complete, and that he had not answered the second 
reference in your question, but that it was not possible to immediately straighten 
out the record until a moment or two later, when as indicated on page 681 Mr. 
Hayes answered a similar question by saving “No, that is not profit, Senator.” 
Mr. Hayes also made specific reference on page 684 to the dollar profit by stating 
that profit was “Approximately $8,500 or $9,000." He further substantiated the 
necessity for this amount of profit by saving (as recorded also on p. 684), “We 
find that we must have a profit of something like 20 to 25 percent before renego- 
tiation and taxes in order to wind up with a profit after those two factors that 
will permit us to continue in business.” 

The figures of approximately $8,500 or $9,000 are, of course, very closely in line 
with the estimated profit which was included in our quotation to National Pro- 
duction Authority, the breakdown of which appears on page 6S7 of the record 
In this, you will note that estimated profit was $8,918. 

I would like to emphasize the following points in respect to this matter shown 
by Mr. Haves’ testimony: 

(1) That the quotation (exhibit 1) was made in response to the specific request 
of NPA in its letter to the Bullard Co., of September 12, 1951, a copy of which 
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Mr. Hayes submitted as exhibit H, and which letter expressly stated that it was 
assumed that we would subcontract with Fisher body division since NPA de- 
sired this arrangement in the interest of the mobilization effort; 

(2) Vhat our quotation was based upon the quotation submitted to us by 
Fisher body division, which included a figure of $75,304 per machine-tool unit, 
representing estimated cost to us without any profit to us being included in that 
figure ; 

(3) That our quotation to NPA was computed in the manner shown in exhibit 
I, which manner was strictly in accordance with the provisions of the applicable 
OPS regulations, namely, SR-2, revision 1, CPR 30; 

(4) That our quotation to NPA, was to be subject to redetermination provi- 
sions similar to those contained in the price revision article, Form II-B of the 
Armed Services’ Joint Procurement Regulation, 4-305—-5. 

The letter of intent issued to our company by General Services Administration 
dated September 21, 1951 (a copy of which marked “Exhibit O” is submitted 
herewith), merely stated an estimated unit price of $90,000 per machine and pro- 
vided that the formal contract contemplated thereby would contain, among 
other things, prices, terms and conditions “as agreed to be the parties which may 
or may not be at variance with the previsions of” the letter of intent. 

From this, it readily can be seen that the ultimate price of 42-inch Cut Masters 
which would have been built by Fisher body division would have been subject to 
negotiation of a definitive contract, as well as price redetermination. Conse- 
quently, what profit, if any, this company would have derived from this contract 
is purely conjectural. In addition to the other uncertainties involved, it should 
be recalled that, as stated by Mr. Hayes (R. 695), the price to the Government 
under pool orders in general, in the event that the machine tool is not sold by 
the contractor, but is put into storage, is 1714 percent less than the price specified 
in the order. If that provision had been incorporated in the definitive contract 
with General Services Administration we could have had serious losses in that 
we would not even have received the price which we could have been obligated 
to pay Fisher body division on any machines which went into storage. Up to 
the time of termination we had not been able to secure an order for any of the 
machine tools to be built by Fisher body division (R. 697). 

We were hopeful that the performance of Fisher body division would result in 
a considerable reduction in their price of $75,504, and that their manufacturing 
costs would be such that the price on the Fisher-built machines might have 
compared favorably with the ceiling price for Bullard-built machines of $36,945 
Of course, this never will be determined, inasmuch as the governmental decision 
terminated the letter of intent and, under its provisions we will have no profit 
whatsoever, but will merely be reimbursed for expenditures actually made 
thereunder. 

I feel that the statements which I have made in this letter are very pertinent, 
since it is desirable that there be no misconception of facts based on any possible 
confusion in the record. I also feel strongly that there should be no critical 
inference made of our company for having included an estimated factor of profit 
in our quotation to the Government, which, of course, was subject to negotiation 
of initial price and price redetermination. It is our feeling that we would have 
been severely derelict in our duties to our stockholders under the cireumstances 
existing at the time the quotation was made if we had not included an estimated 
profit factor comparable to that which we include for machines built by us. 

In this respect, I think you might like to have the enclosed copy of our annual 
report for year ending December 31, 1951. TI resneetfully call vour attention to 
the fact that this comnany made a profit of $7,057,193 before renegotiation and 
taxes, and that provision for these two factors was made in the amount of 
$5.525,000, resulting in net income for the year 1951 of $1,532,193, or 4.7 percent 
of gross sales. This is the sort of thing which Mr. Hayes was reefrring to when 
he made the statement previously referred to as included on page 684 of the 
record of hearing. 

Mr. Haves has considered the subject matter of this letter with me and has 
asked me to state that he is in complete agreement with what is said in this letter 
It is respectfully requested that this letter and its enclosures be made a part of 
the record of the hearing. 

Respectfully yours, 


E. C. Burrarp, President. 
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EXHIBIT O 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., Be pte mber 21, 1951. 
The BULLARD Co., 
Bridgeport, Conn. 
GENERAL Motors Core. (FISHER Bopy Division), 
Detroit, Mich. 


GENTLEMEN: 1. The United States of America, hereinafter called the Gov 
ernment, through the Administrator of General Services, hereinafter called the 
underwriting agency, proposes to enter into a formal machine-tool pool contract 
with the Bullard Co., hereinafter called the contractor, which will provide for tl 
manufacture, production, sale, and delivery, or storage by the contractor of the 
machine tools specified in schedule A annexed hereto and made a part hereof, 
hereinafter called the machine tools, not later than October 1, 1953, or such other 
date as may be approved by the National Production Authority 


2. It is understcod and agreed by the underwriting ugency that upon cept 
ance of this order the contractor will proceed forthwith (a) to enter into a sub 
contracting arrangement with General Motors Corp. (Fisher Body Division) 
hereinafter called the subcontractor, for the manufacture and produc n of the 
machine tools; (b) to procure or cause said sub¢ontractor to procure sup 


plies, materials, and equipment necessary for such manutacture and productio 
(c) to commence or cause said subcontractor to conumence such manufacture 1d 
production ; and (d) to do or cause said subcontractor to do all things necessary 
in connection therewith. 

3. The contractor represents that none of the machine tools called for by this 
order is at the present time the subject of any other firm order, contract, or 
commitment providing {or its sale. 

4, The contractor agrees to make every reasonable effort, through its regular 
sales organization or otherwise, to sell the machine tools to others than the 
underwriting agency, provided that the sale and delivery of machines so sold 
shall conform to the orders and regulations of the governmental 
cies having jurisdiction over priority of deliveries. If any machine tool has not 
been so sold upon completion of its manufacture and production, the contractor 
shall arrange for and store such machine tool at such location as may be ap 
proved by the underwriting agency and shall preserve and protect it in aecord 


agency or agel 


ance with standards approved by the underwriting agency. The underwriting 
agency will pay the contractor for such unsold machine tool at the time of its 
storage at a price to be agreed upon and specified in the definitive contract to be 
entered into pursuant to paragraph 5 hereof. It is further agreed that such 
price shall not be in excess of (a) the price at which such machine tool is sold 


to others; or (0b) any existing ceiling price fixed by regulations or orders issued 
by the governmental agency having jurisdiction over prices 

5. The parties will forthwith enter into negotiations looking to the execution 
of a formal, definitive machine-tool pool contract which will include all appl 
cable clauses tl en requ red by Federal law, BS ecutive order and : pple ible regu 
lations to be included in contracts for supplies or services of the kind herein de 
ribed. The formal contract also will contain a cetailed delivery schedule and 
prices, and terms and conditions as agreed to by the parties which may or may 

t variance with the provisions of this order. It is agreed that such formal 

contract will be entered into within 30 davs subsequent to the date of acceptance 
of this order by the contractor and the subcontra¢ 


not bea 


G. (a@) In case the parties are unable to agree upon f contr with 
the time specified in paragraph 5 hereof, or such longer } d of tin may be 
agreed upon between the parties, this order ill thereupon termi! 

(b) The performance of work under this order may be terminated 1 ] 
underwriting agency in whole, or from time to time in part, wherev« 
writing agency shall determine that such termination i n tl ( 
of the Government Any such termination sha e ef te by «de vy to th 
contractor of a notice of termination specifvin fhe extel ( hi ert 
of work under this order is terminated, and the date upon which such te l 


tion becomes effective 
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(c) In the event that this order is terminated as provided in subparagraph 
(a) or (0) hereof, as to each contract and commitment made after the date 
of the contractor’s acceptance of this order and relating to the terminated 
portion of the work under this order exclusive of any contract or commitment 
for the construction, alteration, or repair of plants, factories, or other structures, 
the underwriting agency shall reimburse the contractor for expenditures actually 
made thereunder and either (i) require the assignment to it of such contract 
or commitment and assume the contractor’s obligations thereunder; or (ii) 
direct the contractor to cancel or settle such contract or commitment and reim- 
burse the contractor for its expenditures in effecting such cancellation and 
settlement. The contractor shall thereupon transfer or deliver to the under- 
writing agency all property obtained by it as a result of such expenditures. 
It is agreed that the underwriting agency shall not have liability of any kind 
whatsoever with respect to expenditures, contracts, or commitments made by 
the contractor or the subcontractor for the construction, alteration, or repair 
of plants, factories, or other structures, 

(d) It is agreed that General Motors Corp. (Fisher Body Division), the 
aforementioned subcontractor, may, in the event of termination of this order 
as herein provided, effect settlement as herein provided directly with the under- 
writing agency. 

7. The Government shall not, prior to the execution of the formal contract, 
be liable under paragraph 6 of this order for any amount in excess of $2,000,000 
except with respect to such expenditures, contracts, or commitments in excess 
of that amount as may be approved in advance by the underwriting agency. 

8. It is understood and agreed that the agreements and undertakings con- 
tained herein are contingent upon the execution of a collateral agreement (letter 
f intent) between the subcontractor and the underwriting agency providing 
for the installation in the subcontractor’s plant of certain Government-owned 
machinery required by the subcontractor for the performance of work here- 
under. Notwithstanding anything contained herein to the contrary, it is agreed 
that the underwriting agency shall not have liability of any kind whatsoever 
with respect to expenditures, contracts, or commitments made by the contractor 
or the subcontractor in the event that the subcontractor and the underwriting 
agency are unable to reach an agreement for such installation of such Govern- 
ment-owned machinery. 

9 The contractor and the subcontractor will furnish to the underwriting 
agency from time to time such reports as it may reasonably require concerning 
the performance of work hereunder. The underwriting agency shall have the 
right to inspect and andit the books and records of the contractor and the 
subcontractor relating to any of the above reports. 

10. All contract provisions presently required by Federal law, Executive 
order, or applicable regulations to be included in contracts of the type herein 
described, are hereby incorporated herein by reference. 

11. The contractor’s acceptance of this order and the subcontractor’s consent 
thereto will be indicated by affixing their signatures to this letter and three 
copies thereof and mailing or delivering the executed original and one exe- 
cuted copy to the Assistant Administrator for Defense Coordination, General 
Services Administration, within S days from the date of this letter. Such 
acceptance and consent will constitute this letter a contract on the terms set 
forth herein. 

12. This contract is entered into pursnant to the Defense Production Act of 
1950, as amended (Public Law 774, Sist Cong.; Public Laws 69 and 96, 82d 
Cong.). 

UNITED STATES OF AMERICA, 
icting By and Through the 
General Services Administration. 
sv IRVING GUMBEL, 
issistant Administrator for Defense Coordination. 
Accepted: September 26, 1951. 


* The Buiarp Co., 
yE 


By E. C. BuLiarp. 
President. 
Consented to and approved: September 27, 1951, 
GENERAL Motors CorpPoraTION (FiIsner Bopy DIviston), 
By J. J. Cronin, Vice President. 
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SCHEDULE A 


) tit Estimated 
Item Quantity ell tion 
Bullard 42-inch cutmaster vertical turret lathes with turret head, side head. 
4-jaw chuck, cutting lubricant system, and electrical equipment 757 $90. OOC 


Delivery date: Oct. 1, 1953. 


APPENDIX II] 


THE R. K. LeEBLoND MaciuiNne Toon Co., 
Cincinnati, Ohio, April 23, 1952 


Hon. BLAIR Moopy, 
United States Senate, Washington, D. C. 


DEAR SENATOR Moopy: I enclose herewith some additional data which I believe 
answers some of the questious in your mind concerning the activities and products 
of the R. K. LeBlond Machine Tool Co. 

Founded 1SS7. 

Incorporated IS9S; reorganized in 1922 under the laws of Delawar« 

Capitalization : 12,500 shares no-par common stock ; 25,000 shares $100 par value 
preferred stock 

Officers: R. K. LeBlond, chairman; R. E. LeBlond, president and gene 
manager; John A. LeBlond, vice president: H. R. LeBlond, vice president; B. N 

srockman, vice president; W. F. Groene, vice president ; FE. G. Schultz, treasurer ; 
N. A. Jenkinson, secretary and assistant treasurer; William McK. Reis, assistant 
secretary. 

Types of machines manufactured: Heavy-duty engine lathes, 12- to 50-inch 
swing; toolroom lathes, 12- to 20-inch swing; dual-drive lathes, 15-inch swing 
regal lathes, 15-, 17-, 24-inch swing; sliding bed gap lathes, 16- to 38-inch, 25- to 
50-inch, and 82- to 60-inch, 17- to 38-inch regal; rapid-production lathes, 13-, 17 
and 20-inch: automatic lathes, 12- and 16-inch; crankshaft lathes, universal and 
automatic; gun-boring and rifling machines ; hollow spindle or oil country lathe 
turbine-wheel lathes; cutter grinders. 

For simplitication’s sake have reduced this list to seven items. Backlog in 
each in dollars: 


f 


Heavy-duty lathes and cutter grinders $12. O06. 415 
Crankshait lathes 1, 745, 996 
Gun-boring lathes » O82. S90 
Rifling machines T78, 259 
Regal lathes 7 2, 630, 256 
Dual-drive lathes 2, 258, 429 
Turbine-wheel lathes 6. 942. O94 

Total 28, 395, 339 


Emp loyment 


February 1950 

February 1951 ‘ 

February 1952 ¥ vl 
I 


ebruary 1942 


Percent of subcontracting (ou 505 account) 


L959 $20, 319 
L440 914, 951 
1941 ve 7 - ? O74, 529 
1942 a . Ss, O42, GOO 
50 0 
L951 400, 443 


LY52 oY, ZOO 


‘2 months ; should be over $2,000,000 for year 
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Present outstanding commitments $2,147,000 for subcontracting. 


Average rrice 


! 
| 
| Number of 
per unit 


units 


Dollars | 
= 
| 


Foreign shi~ments, 1951-_. ; : sii ucts 42 $165. FOO 
Grand total for 195 1 . ; : os ieee initials 1, 593 11, 70), 000 | 


The submission of lists of companies looking for work who we believe not quali- 
fied to do our required type of woik is necessarily a very difficult assignment. We 
certainly have only been approached by or contacted a minute percentage of the 
total metal-working companies in this countries. The following companies did 
submit equipment lists to us and we believe they fall into the category ef being 
not qualified to do our type of work. This in no way is to be construed as a re- 
flection on these companies; we, in turn, would be unable to do their tyye of work. 

United States Slicing Machine Co., LaPorte, Ind. 
Harter Corp., ae Mich. 

E. R. Roderick Co., St. Petersburg, Fla. 

The Meyer Furnace Co., Peoria, Il. 

Ludlow Typograph Co., Chicago, U1. 

Montgomery Elevator Co., Moline, I. 

The Moore & White Co., Philadelphia, Pa. 

The Hermas Machine Co., Hawthorne, N. J. 

H. G. Weber & Co., Kiel, Wis. 

Louisville Electric Manufacturing Co., Louisville, Ky. 
Standard Metal Products Corp., Mooresville, Ind. 
Cherry-Burrell Co., Cedar Rapids, Iowa. 

Bartelt Engineering Co., Rockford, Il. 

Charles Beck Machine Corp., Philadelphia, Pa. 

The other list asked for were those companies that were reluctant to take on 
our work. Maybe in my testimony I used the wrong word; most qualified com- 
panies that we approached and were turned down by, gave reasons such as “that 
they did not want to make further commitments” or “their own work did not leave 
them any unused capacity,” or their quoted selling price to us was so cut of line 
that we did not feel that we could use them as subcontractors. Companies in 
this category were: Miehle, Chicago; American Can Co., Continental Can Co., 
Chicago; American Type Founders; Reddington, Mosler Safe, Western States 
Manufacturing. American Laundry Machinery Co., Cameron Machine Co., Foote 
Co., Chicago; E vans Reamer Co., etc. 

As to the future for the industry, I believe the Senator would be interested in 
contacting the British Ministry of Sunply to find out the method employed in 
Britain in the handling of surplus machine tools after World War IT. They did 
not dump this surplus on the market to any buyer at such terribly low prices. I 
believe my testimony on this subject covers pretty well the point I was trying to 
make. To give a good example of how this worked during this postwar period: 
We make a small lathe which is well adapted to the manufacture of aircraft 
valves. During the war we made over 2,000 of these for Government contractors; 
our selling price was approximately $2,200 each. We were renegotiated on the 
contracts covering these machines. After the war many of these machines found 
their wey into surplus and some were sold for under $400 per unit. From World 
War II until Korea our production of these machines was 215 units. After 
Korea we have supplied contractors 125 machines at $4,300 per unit, and we will 
be renegotiated on these contracts. 

The average number of these machines manufactured per year: 

From 1922 te 1060............. " Sanat 

From 1939 through 1945 Bee ; ae 460 
From 1946 through 1950___-. . no 
Since Korea (18 months) ---_-__-_~ ae ; §2 

I believe this to be an example of the wisdom of ret: rining « defense capacity 
for future use. 

In my testimony I referred to fore'gn competition. These imports of machine 
tools at the present moment should be under the same priority regulations as the 
manufacturers in America. A nondefense producer now can buy a Eurep?an 
lathe without priority while he cannot buy a lathe manufactured in the United 
States. The reverse is true as well: A European can buy a European lathe with- 
out priority but cannot buy a machine made in the United States without pri- 
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ority. This entire set-up really penalizes the United States machine-tool builders 
unfairly. I mention in my testimony that the European machine-tvool builders 
are paying wages at rates a fraction of those paid here in America. They do 
not have to conform to the many other regulations imposed on the United States 
producer, such as overtime payment, etc. 

I hope this gives you the information you required and hope that Congress can 
see the way to assure our over-all metal-working Capacity here 
States vigorous and dynamic in the years ahead. 

Very truly yours, 


in the United 


R. L. LEBLonp, President. 





